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SUBSCRIPTION PRICE OF BULLETIN. 


The Federal Reserve Bulletin is distributed without charge 
to member banks of the system and to the officers and directors 
of Federal Reserve Banks. In sending the Bulletin to others the 
Board feels that a subscription should be required. It has 
accordingly fixed a subscription price of $2 per annum. Single 
copies will be sold at 20 cents. Foreign postage should be added 
when it will be required. Remittances should be made to the 
Federal Reserve Board. Member banks desiring to have the 
Bulletin supplied to their directors may have it sent to not less 


than ten names at a subscription price of $1 per year. 
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WORK OF THE BOARD. 


Hon. W. P. G. Harding was on August 10 
designated by the President of the United 
States as governor and Hon. Paul M. War- 
burg as vice governor of the Federal Reserve 
Board. 

On July 25 the President sent to the Senate 
the nomination of Hon. Charles S. Hamlin to 
succeed himself as a member of the Federal 
Reserve Board, the appointment being for a 
term of 10 years. This nomination was con- 
firmed on August 3. Mr. Hamlin’s term under 
his earlier appointment expired on Wednesday, 
August 9. He qualified by taking the oath on 
August 10. 

The average net earnings on paid-in capital 
for the 12 Federal Reserve Banks during the 
month of July were at the rate of 5.9 per cent. 
One bank earned 9.5 per cent net and two banks 
earned 7.1 per cent net. Five of the 12 banks 
earned above 6 per cent net and all but three 
of the banks earned more than 5 per cent net. 
The excess of earnings of the system over cur- 
rent expenses from January 1 to July 31 was 
$1,074,467. The total earnings of all Federal 
Reserve Banks for July were $445,980 and 
current expenses $176,023, making the net 
earnings $269,957. 

Governors of the Federal Reserve Banks, 
with other officers directly interested in the 
questions to be discussed, held a conference 
in Boston opening on August 22 and continu- 
ing throughout the week. This conference 
was attended for a part of the time by Hon. 
W. P. G. Harding, governor of the Federal 
Reserve Board, and by Hon. Frederic A. 





Delano. Questions which have arisen in con- | 
nection with the clearing and collection plan, | 


with other matters affecting the routine work 
of Federal Reserve Banks, were discussed. 

Consideration of the amendments to the 
Federal Reserve Act, which have been pending 
in the Senate, has been completed, the amend- 
ments agreed to in- conference and adopted 
by Congress. Members of the Board have held 
several conferences with those in charge of the 
amendments in the Senate and House and have 
contributed such assistance as they were able 
to their consideration. 

Work upon the applications made to the 
Board under the Kern amendment to the Clay- 
ton Act has been actively under way. As re- 
ceived from the Federal Reserve Agents with 
their recommendations, the applications have 
been taken up and examined by a committee 
appointed by the Board. Those which have 
been promptly received are now practically 
ready for final consideration of the Board and 
will be taken up at an early date. This law 
becomes effective on October 15, 1916. 

Several banks, whose names are listed else. 
where in the Bulletin, have been authorized by 
the Board to accept drafts or bills of exchange 
based on the importation or exportation of 
goods to 100 per cent of their capital and 
surplus, subject to the provisions of the Act 
and the regulations of the Board. One of the 
features of these applications was the fact that 
a larger proportion of them came frorn banks 
in the South contemplating the acceptance of 
cotton drafts. 

There have been very few changes in dis- 
count rates at Federal Reserve Banks during 
August. The Federal Reserve Bank of Rich- 
mond early in the month decreased its rate for 
six months’ agricultural and cattle paper from 
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5 to 44 percent. The rate on commodity paper 
in the Atlantic district was reduced from 34 
per cent to 3 per cent on August 17. 

The appointment of Mr. George W. Norris as 
a member of the Federal Farm Loan Board 
made it necessary for him to resign as a Class C 
director of the Federal Reserve Bank of Phila- 
delphia. The resignation of Mr. Norris, who 
was later named as Farm Loan Commissioner, 
was accepted by the Board as of Saturday, 
August 5, 1916. 

Mr. H. B. Lightcap, of Jackson, Miss., was 
on August 10 elected a Class B director for the 
New Orleans branch of the Federal Reserve 
Bank of Atlanta, to fill the unexpired term of 
Mr. W. J. Davis, deceased. 

On August 26 Hon. A. C. Miller visited the 
Federal Reserve Bank of Minneapolis and con- 
ferred with its officers and directors as to the 
operations of the bank. 


Hearing of Wisconsin and Michigan Banks. 


After having carefully considered the desire 
of certain banks in Wisconsin and the upper 
peninsula of Michigan to be transferred from 
the Federal Reserve district of Minneapolis to 
the Federal Reserve district of Chicago, the 
Federal Reserve. Board on July 26 voted to 
reopen the, petition filed by the Wisconsin 
banks, which had previously been dismissed 
without prejudice, and to hold an informal 
hearing” of oral arguments on August 8 at 3 
p- m.‘ In sending out notice to the banks and 
the others interested in the matter, the Board 
sthted that no briefs were necessary, but that 
they could be filed if any bank desired. In 
this connection the banks in the northern 
peninsula of Michigan having a direct interest 
in the matter, which had indicated this interest 
to the Board, were advised that they would 
be allowed to intervene. 

This hearing was held in the Board room on 
the afternoon of August 8, and it becoming 
apparent after 6 p. m. that not all of those 
who desired to present their interests could 
be heard on that day, an adjournment was 
taken until 10 o’clock on August 9. 


There were present at the opening of the 
hearing the Secretary of the Treasury, Mr. 
McAdoo, Gov. Hamlin, Mr. Harding, and the 
Comptroller of the Currency, Mr. Williams. 
Gov. Wold and Counsel A. Ueland represented 
the Federal Reserve Bank of Minneapolis. 
Senators La Follette and Husting of Wiscon- 
sin were present, but were called from the 
Board room before the hearing began, and 
appeared at the later session. Representatives 
Browne, Reilly, Stafford, and Konop, of Wis- 
consin, were present and gave their views to 
the Board. Their arguments related chiefly 
to the general trend of business and the con- 
venience of the public. Fourteen bankers 
attended the hearing, and most of these gen- 
tlemen gave their personal views in connection 
with the matter under discussion after formal 
statements had been made. 

At the conclusion of the hearing at 11 a. m. 
on August 9, the matter was taken under ad- 
visement by the Board, and it was agreed that 
briefs might be filed at any time prior to 
September 1. 


Acceptances to 100 Per Cent. 


Since the last list of banks authorized to 
accept drafts or bills of exchange up to 100 per 
cent of their capital and surplus under the 
Federal Reserve Act and the regulations of the 
Federal Reserve Board was printed, the follow- 
ing banks have been granted this privilege: 
Corn Exchange Bank, New York City; Peoples 
National Bank, Charleston, S. C.; South Texas 
Commercial National Bank, Houston, Tex.; 
American National Bank, Fort Worth, Tex. 

All member banks may, without special 
permission, accept to 50 per cent of their 
capital and surplus. 


Meeting of Advisory Council. 


A quarterly meeting of the Federal Advisory 
Council has been called by Mr. James B. 
Forgan, its president, to be held in Washington 
on Monday and Tuesday, September 18 and 
(19, 1916. The meeting will, as usual, be held 
|in the Federal Reserve Board room. 
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Amendments to the Act. 


Amendments to the Federal Reserve Act, 
which have been in conference between the 
two Houses of Congress, were adopted by the 
Senate on August 26 and by the House on 
August 29. They now go to the President for 
approval. 

In presenting the report of the conference 
the managers on the part of the Senate made 
the following explanation of the amendments: 

The amendments of the Senate to the bill 


have been accepted by the House conferees 
with some slight verbal modifications, except 


“‘Any Federal Reserve Bank may receive from any of its 
member banks, and from the United States, deposits of 
current funds in lawful money, national-bank notes, Fed- 
eral Reserve notes, or checks, and drafts wpen-sebrent 
member-banks; payable upon presentation, and also, for 
collection, maturing bills; or solely for purposes of ex- 
change or of collection paxpeses; may receive from other 
Federal Reserve Banks deposits of current funds in lawful 
_Money, national-bank notes, or checks and-drafts upon 


| sebventsnentberer other Federal Reserve Banks, and 


_ checks and drafts, payable upon presentation within its dis- 
| trict, and maturing bills payable within its district. 

“Upon the indorsement of any of its member banks; 
| which shall be deemed with a waiver of demand, notice, and 
| protest by such bank as to its own indorsement exclusively, 


| any Federal Reserve Bank may discount notes, drafts, and 





: , | bills of exchange arising out of actual commercial trans- 
that the House declined to agree to, and the | °™ ange g 
Senate receded from, its amendment of section | 2°%S; that is, notes, drafts, and bills of exchange issued 
16 of the Federal Reserve Act which would | % 4@wn for agricultural, industrial, or commercial pur- 





have explicitly authorized and encouraged | 
Federal Reserve Banks to issue Federal Re- 
serve notes based upon gold or gold certificates. 

The House conferees declined to agree to the 
Senate amendment proposing to permit national | 
banks in cities of more than 100,000 inhabi- 
tants and possessing a capital and surplus of 
$1,000,000 or more to establish branches, and 
the Senate conferees have agreed to recommend | 
that the Senate recede from this amendment. | 

The House conferees insisted upon an amend- | 
ment to section 11, which was accepted by the | 
Senate conferees, permitting the Federal Re- 
serve Board, upon an affirmative vote of not. 
less than five, to permit member banks to carry | 
in the Federal Reserve Banks any portion of | 
their reserves now required to be he d in their | 
own vaults, 





AN ACT TO AMEND CERTAIN SECTIONS OF THE ACT EN- 
TITLED “‘FEDERAL RESERVE ACT,’’ APPROVED DECEMBER 
23, 1913. 

(Italics indicate new matter; lined type indicates matter stricken out.] 


Be it enacted by the Senateand House of Representatives 
of the United States of America in Congress assembled, 
That the act entitled ‘Federal Reserve Act,’’ approved 
December twenty-third, nineteen hundred and thirteen, 
be, and is hereby, amended as follows: 

At the end of section eleven insert a new clause as follows: 

(m) Upon the affirmative vote of not less than five of its 
members the Federal Reserve Board shall have power, from 
time to time, by general ruling, covering all districts alike, to 
permit member banks to carry in the Federal Reserve Banks 
of their respective districts any portion of their reserves now | 
required by section nineteen of this Act to be held in their own | 
vaults. 


That section thirteen be, and is hereby, amended to | 
read as follows: 





| act. 


poses, or the proceeds of which have been used, or are to 
be used, for such purposes, the Federal Reserve Board to 
have the right to determine or define the character of the 
paper thus eligible for discount, within the meaning of this 
Nothing in this act contained shall be construed to 


| prohibit such notes, drafts, and bills of exchange, secured 


by staple agricultural products, or other goods, wares, or 
merchandise from being eligible for such discount; but 
such definition shall not include notes, drafts, or bills 
covering merely investments or issued or drawn for the 
purpose of carrying or trading in stocks, bonds, or other 
investment securities, except bonds and notes of the 
Government of the United States. Notes, drafts, and bills 
admitted to discount under the terms of this paragraph 
must have a maturity at the time of discount of not more 
than ninety days+, exclusive of days of grace. 

“‘ Provided, That notes, drafts, and bills drawn or issued 
for agricultural purposes or based on live stock and having 
a maturity not exceeding six months, exclusive of days of 
grace, may be discounted in an amount to be limited to a 
percentage of the espital cssets of the Federal Reserve 
Bank, to be ascertained and fixed by the Federal Reserve 
Board. 





“The aggregate of such notes, drafts, and bills bearing 
the signature or indorsement of any one borrower, whether 
a person, company, firm, or corporation rediscounted for 
any one bank shall at no time exceed ten per centum of 
the unimpaired capital and surplus of said bank; but this 
restriction shall not apply to the discount of bills of ex- 

“~ 
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change drawn in good faith against actually existing 
values. 

“* Any Federal Reserve Bank may discount acceptances of the 
kinds hereinafter described, which have a maturity at the time 
of discount of not more than three months’ sight, exclusive of 
days of grace, and which are indorsed by at least one member 
bank. 

“Any member bank may onan 4 sant or bills of eXx- 
oange Cran upon enc row : ett teste ph 


net more 0 than six ine’ ahs & to run, pect nn days of | 


grace, which grow out of transactions involving the importa- 
tion or exportation of goods; or which grow out of transac- 
tions involving the domestic shipment of goods, provided 
shipping documents conveying or securing title are attached at 
the time of acceptance; or which are secured at the time of 
acceptance by a warehouse receipt or other such document 
conveying or securing title covering readily marketable staples. 
No member bank shail accept, whether in a foreign or domestic 
transaction, for any one person, company, firm, or corpora- 
tion to an amount equal at any time in the aggregate to more 
than ten per centum of its paid-up and unimpaired capital 
stock and surplus unless the bank is secured either by attached 
documents or by some other actual security growvng out of the 
same transaction as the acceptance and bat no bank shall 
accept such bills to an amount equal at any time in the 
aggregate to more than one-half of its paid-up and unim- 


paired capital stock and surplus, except by authority of the | 


Federal Reserve Board, under such general regulations as 
said board may prescribe, but not to exceed the capital 
stock and surplus of such bank, and such regulations shall 
apply to all banks alike, regardless of the amount of capital 
stock and surplus, 

‘‘Any Federal Reserve Bank may make advances to us mem- 
ber banks on their promissory notes for a period not exceeding 
Jifteen days at rates to be established by such Federal Reserve 
Banks, subject to the review and determination of the Federal 
Reserve Board, provided such promissory notes are secured by 
such notes, drafts, bills of exchange, or bankers’ acceptances as 
are eligible for rediscount or for purchase by Federal Reserve 
Banks under the provisions of this Act, or by the deposit or 
pledge of bonds or notes of the United States. 

“Section fifty-two hundred and two of the Revised 


Statutes of the United States is hereby amended so as to | 


read as follows: No national banking association shall at 
any time be indebted, or in any way liable, to an amount 
exceeding the amount of its capital stock at such time 
actually paid in and remaining undiminished by losses 
or otherwise, except on account of demands of the nature 
following: 

‘First. Notes of circulation. 

“Second. Moneys deposited with or collected by the 
association. 

“Third. Bills of exchange or drafts drawn against money 
actually on deposit to the credit of the association, or due 
thereto. 


“Fourth. Liabilities to the stockholders of the associa- 
tion for dividends and reserve profits. - 

“Fifth, Liabilities incurred under the provisions of the 
Federal Reserve Act. 

“The discount and rediscount and the purchase and sale 
by any Federal Reserve Bank of any bills receivable and 
of domestic and foreign bills of exchange, and of accept- 
ances authorized by this Act, shall be subject to such 
restrictions, limitations, and regulations as may be im- 
posed by the Federal Reserve Board. — 

“ That in addition to the powers now vested by law in na- 
tional banking associations organized under the laws of the 
United States any such association located and doing business 
in any place the population of which does not exceed five thou- 
sand inhabitants, as shown by the last preceding decennial 
census, may, under such rules and regulations as may be pre- 
scribed by the Comptroller of the Currency, act as the agent for 
any fire, life, or other insurance company authorized by the 
authorities of the State in which said bank is located to do busi- 
ness vn said State by soliciting and selling insurance and col- 
lecting premiums on policies issued by such company; and 
may receive for services so rendered such fees or commissions as 
may be agreed upon between the said association and the insur- 
ance company for which it may act as agent; and may also act 
as the broker or agent for others in making or procuring loans 
on real estate located within one hundred miles of the place in 
which said bank may be located, receiving for such services a 
reasonable fee or commission: Provided, however, That no 
such bank shall in any case guarantee either the principal or 
interest of any such loans or assume or guarantee the payment 
of any premium on insurance policies issued through its 
agency by its principal: And provided further, That the bank 
shall not guarantee the truth of any statement made by an as- 
sured in filing his application for insurance. 

‘‘Any member bank may accept drafts or bills of exchange 
drawn upon it having not more than three months’ sight to 
run, exclusive of days of grace, drawn under regulations to be 
prescribed by the Federal Reserve Board by banks or bankers 
in foreign countries or dependencies or insular possessions of 
the United States for the purpose of furnishing dollar exchange 
as required by the usages of trade in the respective countries, 
dependencies, or insular possessions. Such drafts or bills 
may be acquired by Federal Reserve Banks in such amounts 
| and subject to such regulations, restrictions, and limitations 
as may be prescribed by the Federal Reserve Board: Pro- 
vided, however, That no member bank shall accept such drafts 
or bills of exchange referred to in this paragraph for any one 
bank to an amount exceeding in the aggregate ten per centum 
of the paid-up and unimpaired capital and surplus of the 
accepting bank unless the draft or bill of exchange is accom- 
panied by documents conveying or securing title or by some 
other adequate security: Provided further, That no member 
bank shall accept such drafts or bills in an amount exceeding 
at any time the aggregate of one-half of its paid-up and 
unimpaired capital and surplus.”’ 
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That subsection (e) of section fourteen be, and is hereby, 
amended to read as follows: 

“(e) To establish accounts with other Federal Reserve 
Banks for exchange purposes and, with the consent of the 
Federal Reserve Board, to open and maintain banlking 
accounts in foreign countries, appoint correspondents, and 
establish agencies in such countries wheresoever it may 
deem best for the purpose of purchasing, selling, and col- 
lecting bills of exchange, and to buy and sell, with or 
without its indorsement, through such correspondents or 
agencies, bills of exchange arising out of actual commercial 
transactions which have not more than ninety days to run, 
exclusive of days of grace, and which bear the signature of 
two or more responsible parties, and with the cconsent of 
the Federal Reserve Board to open and maintain banking 
accounts for such foreign correspondents or agencies.” 

That the second paragraph of section sixteen be, and is 
hereby, amended to read as follows: 

‘‘Any Federal Reserve Bank may make application to 
the local Federal Reserve Agent for such amount of the 
Federal Reserve notes hereinbefore provided for as it may 
require. Such application shall be accompanied with a 
tender to the local Federal Reserve Agent of collateral in 
amount equal to the sum of the Federal Reserve notes thus 
applied for and issued pursuant to such application. The 
collateral security thus offered shall be notes, and drafts, 
bills of exchange, or acceptances eeiheet toe peebineetttt re 
discounted under the provisions of section thirteen of this 
Act, or bills of exchange indorsed by a member bank of any 
Federal Reserve district and purchased under the provisions of 
section fourteen of this Act, or bankers’ acceptances purchased 
under the provisions of said section fourteen, a#éd The Federal 
Reserve Agent shall each day notify the Federal Reserve 
Board of all.issues and withdrawals of Federal Reserve 
notes to and by the Federal Reserve Bank to which he is 
accredited. The said Federal Reserve Board may at any 
time call upon a Federal Reserve Bank for additional se- 
curity to protect the Federal Reserve notes issued to it.’”’ 

That section twenty-four be, and is hereby, amended 
to read as follows: 

“Sec. 24, Any national banking association not situated 
in a central reserve city may make loans secured by im- 
proved and unencumbered farm land situated within its 
Federal reserve district or within a radius of one hundred miles 
of the place in which such bank 1s located, irrespective of district 
lines; and may also make loans secured by improved and unen- 
cumbered real estate located within one hundred miles of the 
place in which such bank is located, irrespective of district 
lines; but no seek loan made upon the security of such farm 
land shall be made for a longer time than five years, and 
no loan made upon the security of such real estate as dis- 
tinguished from farm land shall be made for a longer time than 
one year nor fer-en shall the amount of any such loan, 
whether upon such farm land or upon such real estate, exeeed- 
ing exceed fifty per centum of the actual value of the prop- 

57469—16——2 





erty offered as security. Any such bank may make such 
loans, whether secured by such farm land or such real estate, 
in an aggregate sum equal to twenty-five per centum of its 
capital and surplus or to one-third of its time deposits, and 
such banks may continue hereafter as heretofore to receive 
time deposits and to pay interest on the same. 

‘The Federal Reserve Board shall have power from 
time to time to add to the list of cities in which national 
banks shall not be permitted to make loans secured upon 
real estate in the manner described in this section.’’ 

That section twenty-five be, and is hereby, amended 
to read as follows: 


SEO 20 Atte Hort teste berth Hee thee tet ter premeettit ot 





yo ‘onl hemhinn v, inn. auntie 
and surplus of $1,000,000 or more may file application 
with the Federal Reserve Board for permission to exercise, 
upon such conditions and under such regulations as may be 
sre ite ha.the ald: Renal, Gil at We Eee 


« Firat, To establish branches in foreign countries or de- 
pendencies or insular possessions of the United States for the 
furtherance of the foreign commerce of the United States, and 
to act if required to do so as fiscal agents of the United States. 

‘“Second, To invest an amount not exceeding in the aggre- 
gate ten per centum of its paid-in capital stock and surplus 
in the stock of one or more banks or corporations chartered or 
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incorporated under the laws of the United States or of any 
State thereof, and principally engaged in international or 
foreign banking, or banking in a dependency or insular pos- 
session of the United States either directly or through the 
agency, ownership, or control of local institutions in foreign 
countries, or in such dependencies or insular possessions, 

‘‘Such application shall specify the name and capital-of the 
banking association filing it, the powers applied for, and the 
place or places where the banking operations proposed are to 
be carried on. The Federal Reserve Board shall have power to 
approve or to reject such application in whole or in part tf for 
any reason the granting of such application is deemed inex- 
pedient, and shall also have power from time to time to increase 
or decrease the number of places where such banking operations 
may be carried on. 

‘*Bvery national banking association operating foreign 
branches shall be required to furnish information concerning 
the condition of such branches to the Comptroller of the Cur- 
rency upon demand, and every member bank investing in the 
capital stock of banks or corporations described under sub- 
paragraph two of the first paragraph of this section shall be 
required to furnish information concerning the condition of 
such banks or corporations to the Federal Reserve Board 
upon demand, and the Federal Reserve Board may order 
special examinations of the said branches, banks, or corpo- 
rations at such time or times as it may deem best. 

“Before any national bank shall be permitted to purchase 
stock in any such corporation the said corporation shall enter 
into an agreement or undertaking with the Federal Reserve 
Board to restrict its operations or conduct its business in 
such manner or under such limitations and restrictions as 
the said board may prescribe for the place or places wherein 
such business is to be conducted. If at any time the Federal 
Reserve Board shall ascertain that the regulations prescribed 
by it are not being complied with, said board is hereby author- 
ized and empowered to institute an investigation of the matter 
and to send for persons and papers, subpena witnesses, and 
administer oaths in order to satisfy itself as to the actual 
nature of the transactions referred to. Should such inves- 
tigation result in establishing the failure of the corporation 
in question, or of the national bank or banks which may 
be stockholders therein, to comply with the regulations laid 
down by the said Federal Reserve Board, such national banks 
may be required to dispose of stock holdings in the said cor- 
poration upon reasonable notice. 

“ Every such national banking association shall conduct the 
accounts of each foreign branch independently of the accounts 
of other foreign branches established by it and of its home 
office, and shall at the end of each fiscal period transfer to its 
general ledger the profit or loss accrued at each branch as a 
separate item. : 

“* Any director or other officer, agent, or employee of any 
member bank may, with the approval of the Federal Reserve 
Board, be a director or other officer, agent, or employee of any 
such bank or corporation above mentioned in the capital stock 





of which such member bank shall have invested as herein- 
before provided, without being subject to the provisions of 
section eight of the Act approved October fifteenth, nineteen 
hundred and fourteen, entitled, ‘An Act to supplement exist- 
ing laws against unlawful restraints and monopolies, and 
for other purposes.” 


Federal Reserve Act and the Farmer. 


In replying to an inquiry as to what the 
Federal Reserve Act had done for the farmer, 
the following letter was recently sent out by 
an officer of the Board. It is here reprinted 
for the information of readers of the BULLETIN. 


One of the prime objects of the Federal 
Reserve Act was to standardize and stabilize 
interest and discount rates. Under our old 
system certain classes of borrowers, with more 
readily available collateral received the benefit 
of more ample credit facilities than did others, 
besides being favored at all times with prefer- 
ential rates. Furthermore, discount rates in 
this country were subject to greater fluctua- 
tions than was the case in other countries of 
equal commercial importance. 

The needs of the farmer for financial accom- 
modation may be classified under three heads: 

1. He requires long-time loans when he 
wishes to acquire additional lands or when he 
desires to make permanent improvements on 
land that he already owns. 

2. He requires credit, extending over a period 
of several months, at those seasons of the year 
when his crops are being planted. The ordi- 
nary commercial credit running from 30.to 90 
days is not sufficient, for he can not pew 
repay his loans until his crops are marketed; 
therefore he needs credit extending over a 
period of six months. Under the operation of 
our old system, he found himself unable to 
obtain an adequate credit for this length of 
time, or else he was obliged to pay a higher 
rate of interest than that current for loans 
maturing within 90 days. 

3. As the great H 


crops of this country 
(such as cotton, corn, wheat, and tobacco) 
reach their maturity and are ready for market 


within a period of a few weeks of each other 
there always resulted a very large seasonal 
demand for money during crop-moving perio, 
with a corresponding scarcity of funds, high 
interest rates, and a natural depression of 
prices, owing to heavy selling pressure on the 
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market. Comparatively few farmers have been 
sufficiently independent financially to enable 
them to exercise any judgment as to when 
they should sell their products, and they have 
been obliged to dump their holdings upon an 
overburdened market, thus giving the pur- 
chaser (in most cases the vuidiliousde) all the 
advantage. The rule has been that as soon 
as the pressure is relieved, prices advanced 
so that the ultimate consumer received no 
benefit, while the profits went to the middle- 
men and speculators. 

The farmers of the country, as well as those 
who are engaged in commercial and manufac- 
turing pursuits, have been benefited by the 
stabilzsation of interest rates on a lower basis, 
which has unquestionably been brought about 
by the operation of the Federal Reserve 
system. addition to this, the Federal 

eserve Act has specifically provided for the 
betterment of the farmers’ condition by making 
it possible for them to secure banking accom- 
modations on equal terms with other of 
borrowers, in order to relieve the necessities 
arising under any one of the three heads above 
enumerated. 

Section 24 of the Federal Reserve Act pro- 
vides: 

Any national banking association not situated in a cen- 

reserve city may make loans secured by improved 
and unencumbered farm land, situated within its Federal 
Reserve district, but no such loan shall be made fora longer 
time than five years, nor for an amount exceeding fifty per 
centum of the actual value of the property offered as 
security. Any such bank may make such loans in an 
aggregate sum equal to twenty-five per centum of its 
capital and surplus or to one-third of its tume deposits and 
such banks may continue hereafter as heretofore to receive 
time deposits and to pay interest on the same. 


In this connection, the Federal Reserve 
Board’s Regulation I, Series of 1915, is cited 


as fully carrying into effect the provisions of | 


this section. It has never been contended 
however, that. section 24 of the Federal 
Reserve Act would meet all the requirements 
of farmers for long-time loans; but adequate 
rovision has been made under the Federal 
arm loan act whereby the Farm Loan Board 
will, within a short time, establish a system of 
farm loan banks.in the, United States which 


banks will be empowered to make loans | 


extending over long periods of time. 
Section 13 of the 
vides : 
Upon the indorsement of any of its member banks, 
* * * ‘any Federal Reserve Bank may discount notes, 


drafts, and bills of exchange arising out, of actual com- 
mercial transactions; that is, notes, ts, and bills of ex- 


ederal Reserve Act pro-| 


industrial, or com- 


change issued or drawn for agricultural 
mercial have been used, 


purposes, or the proceeds of which 
or are to be used, for suc S ty. we in 
~e Act ea = Page be construed to ges such 
notes, drafts, of exchange, secured by staple agri 
cultural iets, or other goods, sam sninmaee asf 
from being eligible for such discount; but such definition 
shall not include notes, drafts, or bills covering merely 
investments or issued or drawn for the purpose of carrying 
or trading in stocks, bonds, or other investment securities, 
except bonds and notes of the Government of the United 
States. Notes, drafts, and bills admitted to discount 
under the terms of this pacceee must have a maturity at 
the time of discount of not more than ninety days: Pro- 
vided, That notes, drafts, and bills drawn or issued for agri- 
cultural purposes or based on live stock and having a maturity 
not exceeding six months may be discounted in an amount to 
be limited to a eine ob the capital of the Federal Reserve 
Bank, to be ascertained and fixed by the Federal Reserve Board. 
(The italics are ours.) 


The Federal Reserve Board has ruled that, 
as this section limits the total of six months’ 
poner under discount at any one time by a 

ederal Reserve Bank to “‘a percentage of the 
capital of the Federal Reserve Bank,” the total 
of such loans must not exceed 99 per cent of a 
Federal Reserve Bank’s capital. It has ex- 
tended this limit to all Federal Reserve Banks 
requesting it, and it has also held (under advice 
of Dutiegl) that the term “capital,” as applied 
to Federal Reserve Banks, does not mean the 
paid-up capital, but that it refers to the sub- 
seri capital. Hence the 99 per cent limi- 
tation may be construed by the Board, if 
necessary, as applying to the subscribed capi- 
tal, which would give, therefore, any Federal 
Reserve Bank the power to rediscount six 
months’ paper to the extent of 198 per cent of 
its paid-up capital, the paid-up capital being 
50 per cent of the subscribed capital. As the 
_ paid-up capital of all Federal Reserve Banks is 
| approximately $55,000,000, it follows that their 
capacity for rediscounting six months’ agricul- 
tural paper amounts to more than $100,000,000. 

This section of the Act makes eligible for 
rediscount by a Federal Reserve Bank the 
notes that the farmers have been in the habit of 
giving to provide for their needs under head- 
ing 2, supra, and its application has already 
resulted in more adequate credit and lower 
interest rates, the rediscount rates on six 
months’ agricultural paper having ranged, in 
the various districts, from 44 to 5 per cent. 
Attention is called in this connection to the 
Board’s Regulation C, Series of 1915. 

The efficacy of the Federal Reserve Act in 





providing for farmers’ needs under heading 3, 
supra, was tested thoroughly and thoved he. 
yond question during the crop-moving season 


of 1915. In the latter part of August, 1915, 
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the Secretary of Pa Treasury porns his 
urpose to deposit Government funds in 

Sainte with Federal Reserve Banks in onde 
to aid them to carry out the tosis , Which had 
been recommended by the mane of encour- 
aging the orderly movement of crops in their 
respective districts. Only three of the Federal 
Reserve Banks indicated a desire for such de- 
posits, and a total of only $15,000,000 ($5,000,- 
000 in each of the three districts of Richmond, 
Atlanta, and Dallas) was deposited. On Sep- 
tember 3, 1915, the Federal Reserve Board 
issued Regulation Q, which regulation gives full 
force and effect to section 13 of the Federal Re- 
serve Act. It provides for preferential rates for 
commodity paper and defines such paper as “a 
note, draft, or bill of pzohenge secured by ware- 
house terminal receipts, or shi ping documents 
covering x < pave and readily marketable, 
nonperishable staples properly insured.” Dis- 
count rates of 3 per cent per annum were 
established in all the districts most directly 
concerned in the movement of crops, and, in 
order to be sure that the producers might receive 
the benefit of this low rate, the regulation pro- 
vided that the rate should apply only in those 
cases where the borrower whose paper was 
offered for rediscount by the member bank had 
been charged on the paper offered a rate of 
interest or discount, including commission, of 
not more than 6 per cent per annum. 

As a result of the steps taken by the Secre- 
tary of the Treasury and the Federal Reserve 
Board, the abundant crops of 1915 were mar- 
keted, not only without the usual seasonal dis- 
turbance in money rates, but actually at rates 
lower than had hitherto been known, and in 
the case of one of the great staple crops of the 
country, cotton, these measures resulted in 
conserving to the producers values amounting 
to many millions of dollars, which doubtless 
would otherwise have gone to middlemen and 
speculators. The outbreak of war in Europe 
in the midsummer of 1914 found the cotton- 
producing States about to market acrop which 
turned out to be nearly 16,000,000 bales. The 
export market was paralyzed, and the close of 
the cotton year (July 31, 1915) found the 
world with a surplus of American cotton of 
nearly 5,000,000 bales, with another crop of 
about 12,000,000 bales soon to be marketed. 
To complicate the situation further, the bel- 
ligerent powers blockading the coasts of 
Europe announced their intention to declare 
cotton an absolute contraband of war. A 
panicky feeling existed throughout the cotton 





belt; predictions were made freely of crum- 
bling prices and of commercial disaster, yet 
prices of cotton, which at the opening of the 
cotton year (Aug. 1, 1915) ran around 8 
cents a pound, instead of declining, advanced 
oof going above 10 cents on September 
15, and above 124 cents on October 20, so that 
the producers of this great staple were enabled 
by reason of the facilities placed within their 
reach by the Federal Reserve Banks to market 
their crops in a gradual and orderly manner, 
and to obtain the full benefit of fair prices 
for the fruits of their toil. 

This outline of the course of cotton prices in 
1915 is mentioned simply as oe a strik- 
ing example of the efficacy of the Federal Re- 
serve Act in protecting producers, and at other 
times and under other conditions it will be just 
as effective in the case of any other agricultural 
product as it was in the matter of cotton. 

There is no feature of the Federal Reserve 
Act which is more easily understood, nor which 
should be more highly nk by the pub- 
lic, than the relief it affords in crop-movin 
seasons. Before the passage of the Federa 
Reserve Act the annual stringency in the 
money market and the high rates that pre- 
vailed during such periods always caused 
heavy loss to the farmers of the country, and 
did not confer any corresponding benefit upon 
the consumers. Such conditions invited spec- 
ulation and enabled middlemen to reap profits 
from the labor of others. The annual recur- 
rence of these tight money periods were also a 
menace to the entire financial and commercial 
fabric of this country, and while, in the ab- 
sence of other a a the banks of the 
country were usually able to meet the demands 
in some fashion without permanent derange- 
ment of the credit structure, still on two mem- 
orable occasions at least (to wit,1873 and 1907) 
other complications arose simultaneously with 
the crop-moving stringency, and the result was 
complete breakdown, financial panic, and dis- 
aster, from which it took the country years to 
recover. 


Operation of the Clearing Plan. 


Clearing and collection of checks under the 
plan recommended by the Federal Reserve 
Board may be said to be satisfactorily inaugu- 
rated, though it is but fair to state that many 
little adjustments and improvements remain to 





SEPTEMBER 1, 1916. 


FEDERAL RESERVE BULLETIN. 


445 





be made, some of which will require several 
months of patient work to fully accomplish. 
The plan had on August 15 been in effect only 
one month, hence it is only possible to give fig- 
ures which show what had been done by the 
12 Federal Rese: ve Banks in the first few weeks. 

During the first 30-day period the average 
amount of daily clearings for the 12 banks was 
$59,301,695, with the average number of items 
133,113. Federal Reserve Banks can collect 
at par from 7,624 member banks and 7,032 
State banks, a total of 14,656 banks. There 
is given below a table showing briefly the 
operations of the 12 banks. 


Operations of the Federal Reserve inter-district collection sys- 
tem, July 15, 1916, to Aug. 15, 1916. 
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1 All State banks in district. 


resenting clearings between Minneapolis 
4 Figures from July 6, ied Through caring house 
There was general discussion of questions 
which have arisen in the first month’s opera- 
tion of the plan at a conference of governors 
held in Boston during the week of August 21. 
It has been necessary for the banks to em- 
ploy a considerable number of additional clerks 


County, Conn., which is now a part of the 
New York district, remit also to the Federal 
Reserve Bank of Boston at par. 

At the Philadelphia Federal Reserve Bank 
the total number of items cleared during the 
last 15 days of July was 32,504 and their 
amount was $55,399,443. During the next 15 
days, from August 1 to August 15, the number 
of items cleared was 76,827 and the amount of 
the clearing $111,430,394. 

The volume of the clearing at the Cleveland 
Federal Reserve Bank on August 15 was 
$3,492,441. 

Some large Chicago banks having correspond- 
ents and connections throughout the country 
have preferred not to avail themselves of the 
facilities of the Chicago Federal Reserve Bank, 
sending to that bank only a small percentage 
of their items. At the same time Chicago 
member banks report that banks in many 
cities which have heretofore been exchange 
points are now willing to remit at par for checks 
sent to them. Of the items handled by the 
Chicago Bank during the first month of the 
operation of the clearing plan approximately 40 
per cent were on banks in the district outside 
the city of Chicago, 25 per cent on Chicago 
banks, 5 per cent on other Federal Reserve 
cities, and 30 per cent on other districts outside 
Federal Reserve cities. 

In explanation of the figures for the Federal 
Reserve Bank of St. Louis it may be stated 
that many of the member banks in that dis- 
trict are changing their methods of handling 
checks slowly and attempting to determine 
whether it is cheaper to handle them direct, 





through the Federal Reserve Bank, or through 


the country clearing houses operated in St. 


in connection with the clearing, and in some | Louis and Louisville. 


cases there has been difficulty in finding a 
sufficient number of experienced employees. 
Additional work has also been imposed upon 
the tellers through the receipt of shipments of 
money and all departments of the banks have 
been partakers in the extra burden of work. 
In the Boston district all State banks to the 
number of 241 remit at par. Fifteen national 
banks and 15 trust companies in Fairfield 


| The Kansas City Federal Reserve Bank did 
| not handle State bank items except in a very 


insignificant amount until after the distribu- 
tion of the par list on August 15. Since that 
time the State bank items have greatly in- 
creased in number and total amount. 

Items from small country banks show a 
gradual but noticeable increase at the Federal 
Reserve Bank of Dallas. 
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At San Francisco the Federal Reserve Bank 
has undertaken the collection of checks from 
nonmember banks upon substantially the same 
basis as from member banks. Seven-eighths 
of the nonmember banks upon which the bank 
has had checks have consented to remit without 
deduction for exchange. 


Applications Under Clayton Act. 


Preliminary work upon the applications 
under the Kern amendment to the Clayton Act 
for the permission of the Federal Reserve 
Board to serve at the same time as an officer 
or director of a member bank and of not more 
than two other banks, which are not in sub- 
stantial competition with the member bank, is 
well advanced. A large number of applica- 
tions are now ready for the action of the Fed- 
eral Reserve Board, and they will be taken 
up immediately. Many applications present 
simple questions which can be easily deter- 
mined, but others are complicated by reason 
of the difficulty in determining whether, from 
the facts presented, ‘‘substantial competition” 
exists within the terms of the statute. 

About 5,000 blanks have been sent to those 
making inquiry, 3,500 of these going out from 
Washington and the remainder being distrib- 
uted by Federal Reserve Agents. These ap- 
plications,. as they have been returned with 
the recommendation of the Federal Reserve 
Agents, have been taken up by a committee 
and are now ready for consideration by the 
Board. 

That those making applications might have 
all the information at its command, the Fed- 
eral Reserve Board sent out early in August to 
Federal Reserve Agents answers to a number 
of the questions which had been propounded 
up to that time, as follows: 


There have been received many inquiries relating to 
applications for consent of the Federal Reserve Board 
under the Kern amendment to the Clayton Act. 

The Federal Reserve Board desires each applicant to 
make on the reverse side of Form 94 a complete list of all 





firms of which he is a member and a complete list of all 
corporations of which he is a director, officer, or employee. 

Inquiries about the questions which banks are requested 
to answer on Form 94a will be taken up in proper order. 

Question No. 1.—Character of the community which the 
banking institution serves. 

The answer to this question should state the character 
of business of the community or in case of a large city of 
that section from which the bank draws a large majority 
of its customers. 

Question No. 2.—Character of business of the institution. 

The reply ‘Commercial banking” would be sufficient 
if bank did not engage in other banking activities. 

Question No. 3.—Describe nature of demand deposits. 

The answer should state whether bank, commercial, or 
individual, whether checking accounts or demand certifi- 
cates of deposit, whether the average deposit is large or 
small, and whether interest is allowed. 

Question No. 4.—Describe nature of time deposits. 

This means whether saving accounts or time certificates 
and also character of depositors and approximate average 
size of deposits. 

Question No. 5.—Describe nature of acceptance lia- 
bilities. 

A reply stating the liabilities on commercial letters of 
credit covering exports or imports and domestic trans- 
actions and location of the bulk of the customers for whom 
credits are opened would be sufficient unless the bank 
issued cash letters of credit, travelers’ checks, etc. 

Question No. 6.—State practice of bank in respect to 
purchasing commercial paper, e. g., continuous or seasonal. 

The reply “continuous” or “‘seasonal,’’ as the case might 
be, would be sufficient. It might be well to mention in 
which markets purchases are primarily made. 

Question No. 8.—Describe nature of collateral. 

This means the character of the collateral, i. e., com- 
mercial paper, stocks, bonds, mortgage notes, etc. 

Question No. 9.—Describe character of investments. 

A reply stating ‘‘ Long and short term railroad and mu- 
nicipal bonds and notes” would be sufficient, unless the 
bank made investments in real estate securities, etc. 

Question No. 10.—Describe practice of bank in respect 
to acquiring and disposing of investment securities. 

Answer should state whether the purchases and sales 
are made in the open market or directly from corpora- 
tions, etc., and whether underwriting syndicates are joined 
or formed, whether securities are acquired for long-time 
investment or for short-time investment for resale to cus- 
tomers, etc., and also whether there is a bond department. 

Question No. 11.—Describe nature of foreign exchange 
business, if any, done by the bank. 

Reply should indicate amount of the business, with 
what foreign countries, whether or not done direct or 
through other institutions, and whether only for customers 
or a wide-open market business. 
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Question No. 12.—Describe kind and extent of fiduciary 
business done by the bank. 

This includes acting as registrar of stocks and bonds, 
looking up and guaranteeing titles, etc. 

While in cases which are clear the Board does not desire 
to be technical in passing upon the sufficiency of the 
answers to the question on Form 94a, it will be necessary 
for the replies to go more into detail in the doubtful cases, 
and in dealing with these the Federal Reserve Agent 


should use his own discretion in getting at all facts. The | \ 
questions outlined in the schedule are only to be consid- | ¥ 


ered as general leaders. 

Information relating to the ownership or control of the 
institutions involved would be very helpful in deter- 
mining the question of substantial competition. Where 
the same group of individuals control the boards of directors 
of two banks, the test should be whether the banks would, 


under normal conditions, be in substantial competition on | 


October 15, 1916, i. e., on a date when the control no longer 
exists. 

Where a group of persons owns the majority of the stock 
in two banks and through such ownership controls both 
institutions, careful consideration should be given to the 
question of whether the public is deprived of the benefits 
of competition by such control, and whether under normal 
conditions substantial competition would exist between 
the two institutions. Conditions of that kind, if found, 
should be considered as tantamount to substantial com- 


petition. 


Commercial Failures in July. 


Commercial failures in Federal Reserve dis- 
tricts during the month of July, as compiled by 
R.G,. Dun & Co. for the Federal Reserve Bulle- 
tin, are less in number and total liabilities than 
for July, 1915. In eight districts the number 
of failures has decreased from that for June. 
The total decrease in number over the month of 
June is, however, slight. Failures in all the 
country as a whole numbered 1,207 during 
July, 1916, being 20 less than in the month pre- 
ceding. The reduction from the number in 
the corresponding month of 1915 was, however, 
very considerable. Aggregate liabilities rep- 
resented in the failures for July, 1916, were 
$11,647,499, or some $7,000,000 less than the 
total of liabilities for the same month in 1915. 

The figures by districts for July and the four 
previous years follow. 
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Fiduciary Powers. 


Applications of the following banks for per- 
mission to act under section 11 (k) of the 
Federal Reserve Act have been approved by 
the Board since the issue of the August Bulle- 
tin, as follows: 


District No, 1. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Fourth Atlantic National Bank, Boston, Mass. 
Registrar of stocks and bonds: 
National Bank of Commerce, New London, Conn. 


District No. 6. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
First National Bank, Meridian, Miss. 


District No. 7. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
First National Bank, Peterson, Iowa. 
National Brookville Bank, Brookville, Ind. 


District No. 10. 


Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Peoples National Bank, Ottawa, Kans. 
District No. 11. 
Trustee, executor, administrator, and registrar of stocks 
and bonds: 
Corsicana National Bank, Corsicana, Tex. 
Trustee, executor, and administrator: 
Citizens National Bank, Tyler, Tex. 
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Reassignments to Board’s Committees. 


Acting favorably upon a report of its execu- 
tive committee the Federal Reserve Board on 
August 28 made the following reassignments 
of its members to committees: : 


Audit and examination.—Mr. Delano, Mr. Hamlin, Mr. 
Miller. Secretary, Mr. Broderick. 

Clearings.—Mr. Delano, Mr. Harding. Secretary, Mr. 
Willis. 

Evecutive-—Mr. Harding, Mr. Warburg, a member (rotat- 
ing). Secretary, Mr. Willis. 

Gold-settlement fund.—Mr. Hamlin, Mr. Miller. Secretary, 
Mr. Allen. 

Issue and redemption.—Mr. Miller, Mr. Delano, Mr. Hamlin. 
Secretary, Mr. Allen. 

Law.—Mr. Harding, Mr. Hamlin, Mr. Warburg. Secre- 
tary, Mr. Elliott. 

Operation of Federal Reserve Banks: 

Boston.—Mr. Hamlin, Mr. Warburg. 

New York.—Mr. Warburg, Mr. Delano. 
Philadelphia.—Mr. Warburg, Mr. Hamlin. 
Cleveland.—-Mr. Hamlin, Mr. Delano. 
Richmond.—Mr. Miller, Mr. Williams. 
Atlanta.—Mr. Harding, Mr. Delano. 
Chicago.—Mr. Delano, Mr. Warburg. 

St. Louis.—Mr. Delano, Mr. Miller. 
Minneapolis.—Mr. Hamlin, Mr. Miller. 
Kansas City.—Mr. Delano, Mr. Hamlin. 
Dallas.—Mr. Harding, Mr. Miller. 

San Francisco.—Mr. Miller, Mr. Warburg. 

Member banks and State banks and trustee powers.—Mr. 
Harding, Mr. Hamlin, Mr. Williams. Secretary, Mr. 
Broderick. 

Organization, expenditures, and staff.—Mr. Delano, Mr. 
Hamlin, Mr. Miller. Secretary, Mr. Allen. 

Discounts and investments.—Mr. Warburg, Mr. Miller, 
Mr. Delano. Secretary, Mr. Willis. 

Relations with Federal Reserve agents.—Mr. Miller, Mr. 
Delano. Secretary, Mr. Willis. 

Relations with Treasury Department.—Mr. Hamlin, Mr. 
Delano, Mr. Williams. Secretary, Mr. Allen. 

Reports and statistics.—Mr. Miller, Mr. Williams, Mr. 
Warburg. Secretary, Mr. Jacobson. 

Bulletin.—Mr. Miller, Mr. Delano, Mr. Hamlin. 


New National Bank Charters. 


The Comptroller’ of the Currency reports the 
following increases and reductions in the num- 
ber of national banks and the capital of 
national banks during the period from July 22 
to August 25, 1916, inclusive: 





Increase of capital approved for........... 
With new capital of 


Aggregate number of new charters and 
banks increasing capital 
With aggregate of new capital authorized... . 


Number of banks liquidating (other than 
those consolidating with other national 


Capital of same banks.................... 
Number of banks reducing capital 
Reduction of capital 


Total number of banks going into liquida- 
tion or reducing capital (other than those 
consolidating with other national 


The foregoing statement shows the aggregate of 
increased capital for the period of the banks 
embraced in statement was...........-..-- 

Against this there was a reduction of capital 
owing to liquidations (other than for consoli- 
dation with other national banks) and reduc- 
tions of capital of 


1, 970, 000 


Net imcrease...............- 


Warehouse and Storage Conditions. 


With a view to improving warehouse and 
storage conditions the Federal Reserve Bank of 
Atlanta has sent out the following letter and a 
list of questions designed to disclose warehouse 
facilities and practices. Believing that they 
are of general interest to Federal Reserve 
Banks and to member banks, they are reprinted 
below: 


“With the purpose in view of obtaining at 
first hand definite information concerning the 
business’: methods and practices of the ware- 
houses of the Sixth Federal Reserve district, we 
inclose herewith two copies of a statement form, 
and we desire that you request the warehouse- 
man.in your locality to in one, sign, and 
return it to us at his earliest convenience. 

“We know that you recognize the importance 
of placing receipts of warehouses located in 
interior points on the same plane of worth, 
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responsibility, and acceptability as those issued 
by warehouses and storage companies at ports 
and concentrating points. Any other condi- 
tion would operate against the salability and 
rices of your locally stored cotton, and would 
Sotdent from the value of receipts issued by 
our local warehouse as collateral security for 
oans. 

“We trust, therefore, that you will aid us in 
obtaining without delay the information we 
desire from your warehouseman, and ask the 
favor of your cooperation to this end.” 





To the Warehousemen: 

The standing of your warehouse and the responsibility 
behind your ope ys is a matter of great importance to 
your customers and to the banks of your community. 


It is therefore highly important to you that it be known 
that your business is conducted in a safe and efficient 
manner. 

We trust therefore you will give this matter the prompt 
attention its importance requires. 
FeperaL Reserve Bank or ATLANTA. 





In order to facilitate loans to my customers having 
cotton stored in warehouse at Y 
hereby certify that the following answers are true and 
correct to the best of my knowledge and belief. 
Do you issue a receipt for each bale stored? 
Do you plainly mark all receipts for cotton stored on 
platforms or premises adjacent your warehouse, to show 
its location? 
Who has charge of your unissued receipts, and where 
are they kept? 
Who is authorized to issue and sign receipts? 
Are your receipts and tags numbered consecutively 
when printed? 
Do you require the surrender of the receipts upon the 
delivery of the cotton? 
Do you keep records showing daily all receipts sur- 
rendered and cotton delivered? 
Are all receipts surrendered marked ‘Delivered’? 


ee eee eee eee 
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Do you make a practice of checking up to ascertain if 
you have on hand all cotton for which eceipts are outstand- 
ing? If so, how often? 

Are your records so kept that an inspector from the Fed- 
eral Reserve Bank can verify outstanding receipts against 
cotton on hand? 

Are such records kept in a fireproof safe at nights, 
Sundays, and holidays at the warehouse? 


57469—16——3 
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recommended by this bank? 


how do you carry this insurance? 





If records are not so kept, state where they are kept. 
Will you agree to permit an inspector from the Federal 
Reserve Bank to audit your records and verify your 


outstanding receipts against cotton on hand, at all reason- 
GAOT. sinknndtatinpnisinenesenil Rninike's 6p.nne ohne 


Will you agree to use the uniform warehouse receipt 
Do you issue warehouse receipts marked insured; if so, 


Is your insurance written by an employee or other 
party interested in your warehouse? .................. 
Is your cotton insured by specific policies or by cer- 
tificates under open policies? 
Is your warehouse company incorporated? If so, has 
the charter been accepted and capital stock paid in full; 
give amount? 
If not incorporated, who are the owners of the property? 


If the owners of the property operate the warehouse, 
please furnish their financial statements. 


Oe eee eee eee eee eee eee ee eee eee 
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Commercial Paper Market. 

Mr. John N. Eaton, assistant manager of the 
Industrial Trust Co., of Pawtucket, R. L, 
says in the course of an article on commercial 
paper, printed in the Journal of the American 
Bankers Association for August, in part, as 
follows: 

Commercial paper includes within its scope various 
forms of drafts and bills of exchange, but a definition for 
all practical purposes, covering commercial paper in its 
most familiar phase, may be given as a negotiable note 
made by an individual, firm, or corporation, either on 
demand or payable at some fixed time, the proceeds of which 
are for the promotion of mercantile or commercial trans- 
actions. While notes, the proceeds of which are used 
for the financing of fixed assets—that is, machinery, 
plant, real estate, etc.—might be included in the scope 
of the definition of commercial paper, it is generally con- 
sidered that the proceeds from commercial paper are used 
only in the financing of merchandise transactions. Theo. 
retically, the use of commercial paper is to enable a manu- 
facturer or merchant to buy raw materials for manufacture, 
or goods to be resold, and upon the completion of the trans- 
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action the money he receives is used to liquidate the 
indebtedness. Money for the financing of fixed assets 
should be provided in other ways. 

7 * * * * 

The principal advantage to be gained by concerns from 
placing their paper in the open market is not, as many 
suppose, because of their ability to thus obtain a lower 
rate of discount. While at times brokers’ rates are lower 
than the rates obtained from one’s own banks, it fre- 
quently happens that their rates are far above those 
charged by banks to their own customers. On the whole, 
the average rate would probably not differ greatly either 
way. The principal advantages derived are, that it estab- 
lishes for a concern a broader credit, increases the sources from 
which to borrow, and enables one to keep his banks open to 
draw from in case of emergency . 

* * 7 * 7 

Until a few years ago, it was customary for purchasers 
quite generally to give notes for merchandise, but with 
the more recent custom of the seller offering discounts for 
cash settlements, the practice of giving notes for merchan- 
dise has been very largely discontinued. The discount 
allowed by the seller usually amounts to more than it 
costs the purchaser to borrow the money, so those who are 
financially strong enough now borrow sufficient money 
on their own paper to enable them to discount their bills. 
To give a note for merchandise has come to be considered 
a sign of weakness and the best concerns carefully shun 
this procedure, which was formerly the well recognized 
method of doing business. These contrasting business 
methods are the cause of most of the discussion in connec- 
tion with the requirements and regulations of the new 
Federal Reserve Act as applied to commercial paper. 
This phase of the situation will be taken up more in detail 
later on. 

While the single and double name paper mentioned 
form a very large percentage of the commercial paper of 
this part of the country, there are several other kinds of 
obligations which rightfully belong in the commercial 
paper class in its broadest sense. These include notes 
or drafts secured by bills of lading, warehouse receipts, 
etc., which show that the loan is secured by merchandise, 
this merchandise, ordinarily, being held in a public ware- 
house. In the East and South, a large amount of money 
is loaned in this way on cotton, and at certain seasons 
the buying of butter and eggs and various other kinds of 
produce is financed in this way. In the West, large 
amounts are loaned on cattle and on wheat, corn, and 
other crops. This class of paper is designated by the Fed- 
eral Reserve Board as “‘commodity paper.”’ 

Then there are various other forms of collateral loans, 
secured by stocks, bonds, mortgages, etc. Whether loans 
secured in this last way can properly be considered as 
commercial paper is a question. Some would put them 
in this class, but, in its strictest sense, they do not belong 
there, as they do not directly belong to commerce. Neither 





do railroad notes strictly belong in the commercial paper 
class. 

While it is brokers’ paper that is most frequently re- 
ferred to as ‘‘commercial paper,’’ and some banks speak 
of their ‘commercial paper” and of their ‘‘discounts,’’ 
meaning by the latter the notes they take direct from 
their own customers, yet brokers’ notes or commercial 
paper, as described, are the same in general form as those 
which find their way into the banks direct from the people 
who make the notes. The great difference is found when 
the notes come to maturity. 

_ Ifa bank is willing to discount the notes over again, it 
matters little whether they have come direct from their 
own customers or from a broker; but if a bank wants to 
be in an independent and liquid position, as all banks 
should be, and be able to realize quickly on its assets in 
order to pay its depositors whose money is payable on de- 
mand, it is the commercial paper bought through brokers 
which can be relied on to be paid at maturity, provided it 
has been judiciously purchased. 

While, of course, many loans made direct are paid -at 
maturity, the bank man usually feels under some obliga- 
tion to renew them if asked to do so, and there is lacking 
that independence which obtains in the case of brokers’ 
paper where the bank does not come in direct contact 
with the borrower and assumes no obligation whatever in 
the matter of.renewal. If the note is good it will be paid 
at maturity, and it is entirely optional with the bank as to 


whether another note is taken or not. 
* _ 7 * * 


The forms and uses of commercial paper, as the business 
has ior some years been conducted in the United States, 
is peculiar to our own country. In European countries 
the procedure is quite different. The long terms of 
credit prevalent among merchants in this country, with 
discounts offered for cash or for shorter settlements, are 
unknown in Europe. Over there, selling on open account 
is confined almost entirely to the business between the 
retailer and the consumer. 

In England, France, Germany, and other countries, 
when a merchant buys goods and has not sufficient cash 
to pay for them, instead of going to his bank or broker and 
borrowing money on his own paper, as is customary here, 
he gives a note to the seller of the goods, or the seller draws 
a time draft on the buyer, and this note with the seller’s 
indorsement, or the draft accepted by the buyer, is taken 
to a bank and discounted. 

Such paper is familiarly known in England as a bill, 
rather than as a note or draft. The great banks of London, 
Paris, and Berlin have enormous quantities of these bills 
constantly maturing, and if any sudden emergency makes 
it necessary for a bank to have money in greater quantities 
than is provided by the maturing of this paper, they can 
indorse it and turn it over, practically without limit, to 
the banks created for rediscount, and immediately receive 
cash for it. In France and Germany it is a regular cus- 
tom for banks to thus rediscount their paper, and while in 
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England the custom is not so prevalent, banks there also 
frequently avail themselves of the privilege. 

In England, although not in the other countries, there 
is what is known as the merchant banker or bill broker, 
who, to quite an extent, corresponds to our note broker. 
This merchant banker, contrary to the custom among 
the note brokers of the United States, adds his name to 
the paper, by indorsement. With this banker’s indorse- 
ment, and sometimes also that of other bankers or banks, 
the paper is frequently bought and sold in the open mar- 
ket a number of times before it reaches maturity. 

This paper resulting from actual commercial trans- 
actions passes almost as freely and easily as currency it- 
self; in fact, it is preferable to currency because of the 
greater ease with which it can be transferred. 

A serious defect in our old banking system was the 
absence of any source such as that provided by the central 
or rediscount banks of Europe, where banks in general 
could convert their paper into cash when money was 
needed for an emergency. While a bank’s mercantile de- 
posits are payable on demand, the actual cash, or its 
equivalent, which a bank usually had on hand under 
the old system, was only from! 15 jper ‘cent to 25 per cent 
of its deposits. The ability of a bank to take care of un- 
usual demands such as always ovcur in times of financial 
trouble, is dependent on its ability to turn its investments into 
cash. 

In times of stress, bonds which are based on fixed 
assets, if they can be disposed of at all, can usually be 
disposed of only at a great sacrifice. Loans on stock ex- 
change collateral, which under normal conditions are con- 
sidered safer than commercial paper, may be turned into 
cash by the first few people who attempt it, but as such 
loans are usually only paid by the borrower getting a 
similar loan elsewhere, any general movement toward de- 
manding the payment of such loans would prove ineffec- 
tual and would only greatly intensify the strained condi- 
tion of the money market. The most readily convertible, 
asset a bank has for such an emergency is its brokers’ paper, 
which, if it is good at ull, is usually good for its face value 
at maturity. The record for payment of such paper 
during our frequent periods of stringency or panic 
has been most remarkable. It often happens, however, 
that a bank needs larger amounts of money than can be 
provided by the daily maturing of a normal amount of 
paper, and the principal thing left to be desired by a 
bank with a large investment of this kind has been some 
place available for rediscounting. 

The Federal Reserve law and the regulations of the 
Board are most clear and distinct as to their definition of 
eligibility for commercial paper. The law absolutely pro- 
hibits the discount of paper the proceeds of which have been 
or are to be used for the financing of fixed assets of any kind— 
such as machinery, buildings, or real estate—or for invest- 
ment or purchase of stocks, bonds, or other securities. The 
proceeds of the paper must be for the carrying on of actual 
commercial, agricultural, or industrial transactions, and the 


paper must bear on its face evidence that it has arisen 
from such a basis; and the law places upon the member 
banks the responsibility of passing on the eligibility of it 
in this respect by requiring them to state, over their 
signature, that the paper complies with the rules and 
regulations of the Federal Reserve Board. 

Under the new system it is believed that merchants will 
be more conservative and less likely to overbuy, and 
that the pernicious habit of returning goods without satis- 
factory reason will be decreased, because more effectually 
closing a transaction by note or acceptance will make it 
harder not to meet the obligation when due. If the trans- 
action is closed at the beginning a merchant can not 
easily do more than ask for a refund or credit. 

By changing open accounts or book credits to negotiable 
and discountable acceptances, the recent undesirable but 
growing habit of hypothecating or selling accounts receiv- 
able will be done away with. 

Under the new system the merchant with limited 
resources would be more favored than now, as compared 
with his wealthier rival, because the trade acceptance he 
will receive can be immediately turned into cash instead 
of his having to wait for the payment of an account. 

Some believe that the best merchants will continue as 
they have in the past to borrow money on their own paper, 
and by offering cash will continue to get sufficient dis- 
count in purchasing goods to make this method more 
profitable than the new one, or rather, the revival of the 
old one, of giving notes for merchandise. They feel it 
would be going backward—retrograding—to carry out 
the proposed change. However, even if the present trade 
discount system continues in general use, it will undoubt- 
edly be of advantage if the acceptance plan can be applied 
to those who do not avail themselves of the discount. If 
the present forms of paper do continue to be made, they 
will undoubtedly find a ready market because of the higher 
rate they will carry in comparison with the acceptance 

form. 

The advocates of the new system see in it a safer, better, 
and more conservative method of doing business. They 
believe it will be possible to have the regulations required 
by the Federal Reserve Board complied with very gen- 
erally by mercantile borrowers, and that a class of paper 
will be built up which wil) surpass in value that now 
existing and which will command a premium in the money 
markets of this country. 

The change proposed, however, is fundamentally a 
change of business rather than a change of banking, and 
it is the opinion of many of our ablest bankers that the 
change, if it comes at all, will come very slowly. From 
a strictly banking standpoint, the change is generally 
regarded as desirable if it can be worked as its advocates 
plan it, because it is claimed that it will give the banks 
a safer basis for granting credit. The custom of book credit 
and trade discount, and borrowing on single name paper, 
however, is so thoroughly established that it will require a long 
| time and much patience before the suggested change can be 
| brought to completion. 
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The present borrowers will be very slow to allow their 
own notes to be minimized in importance and have the 
notes of their customers made to seem more desirable. 

So far practically nothing has been accomplished in 
the line of change, but conditions since the establishment 
of the new system a year ago have been such that it would 
have been impossible to bring about any decided change 
even if it had been attempted. Banks have been so 
flooded with money that they have been willing to loan 
it without placing any unnecessary restrictions on it. 
So long as reasonably cheap money prevails and the Fed- 
eral Reserve Board continues to make single name paper 
eligible for rediscount, it is probable that little progress 
will be made in the attempted change. In periods of 
tight money, banks have greater influence with their 
customers than at other times, and much more rapid 
progress might be possible if we should run into such a 
period of stringency. To have it become the uniform 
custom, it will probably be necessary to have a situation 
exist whereby the merchants of the country can secure 
their required accommodation in no other way. 

So far, the Board has carefully refrained from making 
any radical regulations which would upset the business 
or financial equilibrium. On the contrary, they are mov- 
ing very cautiously, and instead of bringing pressure to 
bear, they are attempting to accomplish their ends by 
leading rather than pushing, and are trying to make it an 





inducement for the merchant and banker to follow the 
plan laid out. The recent authorization of the purchase 
in the open market of domestic acceptances, and the pref- 
erential rate made on this class of paper, is an indication 
of the desire of the Board to accomplish what they have 
set out to do. They will undoubtedly make further 
regulations in this direction from time to time as condi- 
tions seem to warrant, and we will unquestionably see more 
and more paper of the double name or acceptance form 
as time goes on. 

It will thus be seen that commercial paper in all its 
phases, whether of the acceptance form or the ordinary 
notes of a business concern, whether handled by note 
brokers or handled direct by the banks, has this funda- 
mental characteristic—it should be founded on a commer- 
cial transaction and used only for the financing of quick 
assets. The development of the commercial paper busi- 
ness has created the necessity, in all leading banks, of 
credit departments; and with the added interest given to 
the subject of commercial paper by the Federal Reserve 
Jaw, these departments are destined to increase in scope, 
importance, and in possibilities. The subject of commer- 
cial paper opens up a new field of thought and study for 
the banker, and the man who combines a thorough know]l- 
edge of credits with a knowledge of the running of a bank 
will be proportionately more in demand as this phase of 
American business life develops. 
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GOLD SETTLEMENT FUND. 


A record clearing of $103,761,000 on August 
24 and an increase in the average amount of 
the weekly clearings of about $18,000,000, 
accompanied by a considerable decrease in the 
change of ownership of gold, have been the 
features of the operations of the Gold Settle- 
ment Fund for the period from July 21 to 
August 24, inclusive. The larger clearings are 
due to the interdistrict collection system in- 
augurated on July 15, 1916. The changes in 
ownership of gold in the fund during the period 
were but 2.73 per cent of the total obligations 
settled, as compared with 9.02 per cent for 
the preceding report period, from June 23 
to July 20. 

The gold holdings of the Gold Settlement 
Fund have increased $11,880,000 and were 
$111,200,000 on August 24, while the gold 


holdings of the Federal Reserve Agents’ Fund 
decreased $4,400,000 during the period and 
were $37,900,000 on August 24, a total of 
$149,100,000. 
Amount of clearings and transfers, Federal Reserve Banks, 
from July 21, 1916, to August 24, 1916, inclusive. 
{In thousands of dollars.} 














Total since Jan. 1, 1916 
Total transfers, 1916 
Total for 1915 (including transfers) 











Total clearings and transfers. 
20, 1915, to July 20, 1916 








Changes in ownership of gold. 


[In thousands of dollars.] 





To July 20, 1916. 


| From July 21, 1916, to Aug. 24, 1916.1 





Federal Reserve Bank of— 


Decrease. | Increase. 


- 
| | Balance 
| to credit 
| July 20, 
1916, plus 
net 


























111, 200 











in ownership of 
2T fees ee el cent 


31, 1916 to Aug. 24, 1916, equal 2.73 per cent of obligations settled. 
of total obligations settled. 
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Gold settlement fund—Summary of transactions for July 21, 1916, to Aug. 24, 1916. 
{In thousands of dollars.) 





| ‘ | 

| Bal Gold. Transfers. Settlement of July 27, 1916. 

| last state- he 

ne ad With- | Depos- | | Net | Total’! ‘Total | Net 
’ larawn.| ited. | Debit. | Credit. | aenits, | debits. | eredits., credits. 





Federal Reserve Bank of— 
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7, 923 91,087 

















Settlement of Aug. 3, 1916. 





Federal Reserve Bank of— 


Net | Total | Total 
* | debits. | debits. | credits. 
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5,258 | 10,575 
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Ba! Settlement of Aug. 10, 1916. 
last state- 





* Net Total | Total | Net 
Debit. Credit. | aapits. | debits. | cred ts.| credits. 
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265 2,620 
2,135 | 16,016 
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4,379 | 86,432 | 85,432 4,379 106,130 | 5,161 | 5,161 
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Gold settlement fund—Summary of transactions for July 21, 1916, to Aug. 24, 1916—Continued. 





| | Settomnen: 
| ipatesias « Gold. . t of Aug. 17, 1916. Ang.17, 
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| last state- 
Federal Reserve Bank of— ment, Aug. balance in 
10, 1916. | With- Net | Total | Total 
drawn. fi F credits. 








. | debits. 





























1,451 | 1,451 10, 117 








Settlement of Aug. 24, 1916. 








Federal Reserve Bank of— aati rect 


17, 1916. | Total | Total | Net 
drawn. " £ debits. | credits.’ credits. 









































110, 750 | 890 108,761 1 111,200 | 3,851 | 3,851 
a i us J a 





Federal Reserve Agents’ Fund—Summary of transactions, July 21, 1916, to Aug. 24, 1916, inclusive. 
{In thousands of dollars.) 











Week ending Aug. 3, | Week ending Aug. 10, | Week ending Aug. 17, | Week Aug. 
1916. ‘ 1916. Pf 1916. } 77 li 


| 
| ‘Week ending | 
July 20, July 27, 1916. | 
Federal Reserve | 1916, | eae 
vennneetil rae. | With | Bar | with Depos- | With- 
ance. | - a. ! | | 
le | . | drawn. 


drawn. | ance. | 






































| 42,300 1,660 | 40,640 


2,670 | 1,000 | 38,970 


| 
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INFORMAL RULINGS OF THE BOARD. 


Below are reproduced letters sent out from 
time to time over the signatures of the officers 
of the Federal Reserve Board which contain 
information believed to be of general interest 
to Federal Reserve Banks and member banks 
of the system: 


Check Clearing. 

Addressed to the officer of a national bank in 
answer to his mquiry: 

It is the understanding of the Board that 
your agreement to collect items on nonmember 
banks is voluntary and that upon due notice to 
the Federal Reserve Bank that you desire to 
discontinue this service arrangements would no 
doubt be made to handle such items in some 
other way. The Board, however, will of course 
expect you to pay items drawn against you 
when remitted by the Federal Reserve Bank. 
You will observe that the cost of transporta- 
tion, if remittance is made in cash, is paid by 
the Federal Reserve Bank. 

JULY 28, 1916. 


Banks as Transfer Agents. 


Addressed to a Federal Reserve Bank: 

With further reference to your letter of July 
28 regarding the power of a national bank to 
act as transfer agent, section 11 (k) of the 
Federal Reserve Act confers upon the Board 
the authority to authorize national banks to 
act only as trustee, executor, administrator, 
and registrar of stocks and bonds and not as 
transfer agent. Consequently it is impossible 
for the Board to authorize any. national bank 
to act as transfer agent. 

Aveust 1, 1916. 


Discounts and the Note Tax. 


Your letter was duly laid before the Board 
and I take pleasure in answering your questions 
as follows: 


1. ‘‘When a merchant presents his note to 


borrow upon (say for $1,000, at 7 per cent), 
ordinarily what discount will be taken or, what 
amount of this $1,000 will he receive ?”’ 





If for two months, the discount would be 
$11.67 and the merchant would, therefore, re- 
ceive $988.33; If for three months, the dis- 
count would be $17.50 and the merchant would 
receive $982.50. 

2. ‘‘If the member bank then sends this to 
the Federal Reserve Bank, what per cent of 
this $1,006 does it receive ?”’ 

The fave of the note less the discount at the 
rate and for the time specified. 


3. ‘‘When this collateral is turned in for 
currency, does the Government give its face 
value, and does the Government receive any 
compensation ¢”’ 


The Government gives its face value and at - 
present receives no compensation. The Fed- 
eral Reserve Board may, in its discretion, 
place a tax on note circulation, but has not 
done so up to the present time. Such a tax, if 
imposed now, would fall upon the Government 
of the United States, for the reason that the 
law provides that after the annual dividend 
of 6 per cent is paid, the net earnings shall be 
paid to the United States as a franchise tax, 
except that one-half of such earnings shall be 
paid into a surplus fund until that fund 
amounts to 40 per cent of the paid-in capital 
of the bank. The probable effect of such a 
tax would be to increase rates of interest 
charged to borrowers. 


4. “About what interest does the Federal 
Reserve Bank make on the above transac- 
tion, and to whom does it go?” 


The rates of discount at the several Federal 
Reserve Banks may be found in the Federal 
Reserve Bulletin, copy of which is being mailed 
to you. . 

For your general information it may be 
stated that there are twelve Federal Reserve 
Banks in the United States, all of which redis- 
count: the paper of their member banks. 
Those member banks are all national banks 
and such State banks as may have joined the 
system. I have had sent to you, in addition 
to the Federal Reserve Bulletin, a copy of the 
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annual report of the Federal Reserve Board 
for 1915, and regulations showing the different 
kinds of notes which a member bank may send 
to the Federal Reserve Bank of its district for 
rediscount. 

AvueustT 2, 1916. 


ee 


Limitation on Rediscounts. 

Your letter of July 31 asking the extent to 
which a member bank may rediscount with a 
Federal Reserve Bank is received. 

The law places no limitation upon the 
amount of commercial paper which a member 
bank may rediscount with the Federal Reserve 
Bank but leaves this to the judgment of the 
‘Federal Reserve Bank. 

The aggregate, however, of eligible notes 
and bills bearing the signature or indorsement 
of any one person, company, firm, or corpora- 
tion rediscounted by a Federal Reserve Bank 
for any one member bank shall at no time 
exceed 10 per centum of the unimpaired capital 
and surplus of such member bank, the restric- 
tion not applying to bills of exchange drawn 
in good faith against actually existing values. 
The law places a limit upon the amount of 
eligible acceptances which may be discounted 
by a Federal Reserve Bank for a member bank 
of one-half of the paid-up and unimpaired 
capital stock and surplus of the member bank. 
This limit on the amount of acceptances redis- 
counted may be increased upon application to 
the Board to 100 per cent of the capital and 
surplus of the member bank. 

AvueusT 3, 1916. 


Checks and Orders for Exchange. 

Addressed to Federal Reserve Banks: — 

The Board has been informed that in some 
of the districts a number of member banks 
have induced depositors to draw checks upon 
them with the clause, ‘‘Payable in exchange 
at current rates” printed or stamped upon the 
face of the checks. 

Our counsel holds (see opinion under law 
department) that checks so payable are not 

57469—16——4 





valid negotiable instruments, inasmuch as 
they are not made payable in a sum certain 
in money, as required by law, but are made 
payable in domestic exchange. He is, there- 
fore, of the opinion that Federal..Reserve 
Banks have no authority, under the law, to 
charge such quasi checks to the accounts of 
member banks but must accept payment in 
exchange according to the terms of the check. 
The common-law definition of a check*is a 
written order for money drawn on a bank or 
banker, and of a draft, a written order drawn 
by one person upon another, directing the pay- 
ment of money on account of the drawer. 
Section 16 of the Federal Reserve Act pro- 
vides that, ‘‘Every Federal Reserve Bank 
shall receive on deposit at par from member 
banks * * * checksanddrafts * * *,” 
but does nc. authorize Federal Reserve Banks 
to receive for credit or for collection, orders for 
exchange or other nonnegotiable instruments. 
The Board therefore advises all Federal 
Reserve Banks to notify their member banks 
that such items can not be received for collec- 
tion or credit and that all instruments not 
payable expressly and unconditionally in 
money will be returned at once to the senders. 
Aveust 10, 1916. 


Computing Interest on Loans. 


Your letter of July 27, 1916, addressed to 
the secretary of the Federal Reserve Board, 
and relating to the method of computing in- 
terest on loans, has been received. 

It appears that the methods of calculating 
interest and discount in New York have been 
standardized, due in a large measure to the 
fact that the New York Stock Exchange fixed 
definite standards which have been adopted by 
banks and bankers and all others dealing in 
securities. In the case of discounts, as well as 
demand, call, and time loans, the number of 
days is calculated by counting the nights inter- 
vening between the date the loan is made and 
the date it is paid. Discount on notes pre- 
sented by borrowers and interest on call ioans 
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and time loans are all figured on a daily basis 
with.a 360-day table. 

It would seem, therefore, that the interest 
charged on the loan referred to in your letter 
was computed in accordance with a well- 
established custom in New York. . 

Aveust 3, 1916. 


Cotten Drafts. 

I wish to acknowledge receipt of your letter 
of July 28, relating to the power of a national 
bank to accept drafts drawn upon it in settle- 
ment of advances for cotton being accumulated 
by cotton buyers for export. 

Section 13 of the Federal Reserve Act pro- 
vides in part— 

Any member bank may accept drafts or bills 
of exchange drawn upon it wid growing out of 





transactions involving the importation or ex- 
portation of goods. 

This language has generally been construed 
to be broad enough to justify an acceptance of 
the nature described in your letter. The fact 
that there is a temporary delay in the actual 
shipment of the goods is immaterial. So long 
as the transaction upon which the draft is based 
actually involves the importation or exporta- 
tion of goods, it may be accepted by a national 
bank, provided, of course, it conforms in other 
respects with the regulations of the Federal 
Reserve Board. 

In this connection, I would like to call your 
attention to an opinion filed by counsel for the 
Federal Reserve Board and printed on page 276: 
of the September, 1915, Bulletin, which deals 
with another phase of the same subject. 

AvueGust 5, 1916. 
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LAW DEPARTMENT. 


The following opinions of counsel have been 
authorized for publication by the Board since 
the last edition of the Bulletin: 


Negotiability of Bills and Notes Made Payable “in 
Exchange.” 

A bill or note made payable ‘‘in exchange” is not pay- 
able ‘‘in money ” and is, therefore, not negotiable. Federal 
Reserve Banks can not be required to receive checks and 
drafts drawn in this manner for collection or credit. 

Avaust 10, 1916. 

Sm: The opinion of this office has been re- 
quested on the question of whether or not a 
bill or note made “‘ payable in exchange at cur- 
rent rates’ is a negotiable instrument, and 
whether or not a Federal Reserve Bank may 
legally be required to receive it for collection or 
credit. 

An instrument to be negotiable must contain 
an unconditional promise or order to pay a 
sum certain in money. Negotiable instru- 
ments law, section 1, subsection 2. ‘‘Money”’ 
in this sense has generally been construed to 
mean whatever may be used as legal tender for 
the payment of debts at the place where the 
bill or note is payable. (Norton on Bills and 
Notes, fourth edition, page 61.) Under the Re- 
vised Statutes of the United States legal tender 
has been held to include United States gold coins, 
United States notes, Treasury notes, silver dol- 
lars, and subsidiary silver coins and minor coins 
to a limited extent. Revised Statutes of the 
United States, sections 3584 to 3590. (See Legal 
tender cases, 12 Wall., 457; Legal tender case, 
110 U. S., 421). 


definitely to determine the exact amount paiy- 
able. (Lowe v. Bliss, 24 Ill., 168; Philadel- 
phia Bank v. Newkirk, 2 Miles, 442; Fitzhartis 
v. Leggatt, 10 Mo. App.,; 527; Hughitt ». 
Johnson, 28 Fed. Rep., 865; Read v. MeNulty, 
12 Rich. Law., 445; Carroll Co. Savings Bank 
v. Strother, 28S. C., 504.) There are a number 
of other cases, however, which hold that such 
instruments are negotiable, on the ground that, 
though a negotiable instrument must call for 
the payment of a definite sum of money, never- 
theless, the current rate of exchange between 
two places at a particular date is usually a 
matter of common commercial knowledge—it 
is at least easily ascertainable by anyone— 
and, in consequence, the various parties to the 
instrument can always without difficulty de- 
termine the exact amount necessary to dis- 
charge it. 

The various text writers, such as Daniel, 
Randolph, Tiedeman, and Norton, agree that 
these are the better considered cases and that 
the custom and convenience of merchants re- 
quire the introduction of the element of ex- 
change in that manner. The following cases 
hold that an instrument made payable “with 
exchange”’ is negotiable: Hastings v. Thomp- 
son, 54 Minn., 184; Bradley v. Lill, 4 Biss., 473, _ 
Fed. Cas. 1, 783; Smith v. Kendall, 9 Mich., 242; 
Leggett v. Jones, 10 Wis., 35; Morgan v. Ed- 
wards, 53 Wis., 599. 

Though the cases are not in accord on this 
particular phase of the subject, section 2, sub- 
section 4, of the negotiable instruments law, 





The question to be considered, therefore, is | has settled further dispute in all of those States 


whether a bill or note payable “in exchange”’ 
is a note payable in ‘‘a sum certain in money”’ 
as contemplated by the negotiable instruments 
law and other statutes relating to such instru- 
ments. 


strument calling for the payment of a sum cer- 
tain in money ‘‘with exchange”’ is not negoti- 
able, because of the fact that the fluctuations 
in the rate of exchange make it impossible 


| in which it has been adopted. It is there pro- 
vided that ‘‘The sum payable is a sum certain 
| within the meaning of this act, although it is 
'to be paid with exchange whether at a fixed 
‘rate or at the current rate.” 

The question under consideration, however, 
‘is not whether a note payable in a definite 
sum of money “with exchange” is negotiable, 
‘but rather whether a note payable “in ex- 
'change”’ is negotiable, and the.courts and the 


There are many cases which hold that an in- | 
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authorities agree that in this latter case an 
instrument which would otherwise be nego- 
tiable is rendered nonnegotiable if it is made 
payable “in exchange.”’ (Norton on Bills and 
Notes, 4th ed., p. 63; First National Bank of 
Brooklyn v. Slette, 67 Minn., 425; Chandler v. 
Calvert, 87 Mo. App., 368.) 

In an old case decided in 1808, Jones v. 
Fales, 4 Mass., 245, the Supreme Court of 
Massachusetts held that an instrument pay- 
able in “foreign bills’ was nonnegotiable. 
The court construed the term ‘foreign bills”’ 
to mean bills of other State banks, which at 
that time varied greatly in value in different 
localities, and held the instrument to be nonne- 
gotiable. In discussing this question, the court 
said: 
that by the promise the maker of the note did 
not bind himself to pay cash, but something, 
the value of which was to be estimated in 
cash, that the note objected to is not a cash 
note. 

. So, also, a certificate of deposit for ‘‘checks 
payable to the order’ of the depositor was 
held nonnegotiable in the case of First National 
Bank v. Greenville Natiouai Bank, 84 Tex., 40. 

The precise case of a note payable in ex- 
change was considered in the case of First 
National Bank of Brooklyn v. Slette, decided 
by the Supreme Court of Minnesota, 67 Minn. 
Rep., 425, where the action was based upon 
the following obligation: 

For value received, we promise to pay to the 
order of the John Good Cordage & Machine 
Company the sum of sixteen hundred and 
seventy-three dollars, as follows: Payable by 
New York or Chicago exchange; $560, Novem- 
ber 15; $560, December 1; $560, December 15. 
Without interest, if paid as due; if not, then 
legal rate from date until paid. 


The only question before the court was 
whether this instrument was negotiable. The 
court said: 


It is absolutely essential, in order to consti- 
tute a promissory note under the law merchant, 
that the promise be to pay in money. [If this 
instrument can be construed as an absolute 
promise to pay in money $1,673, with exchange 





it is negotiable; otherwise, not. Hastings v. 
Thompson, 54-Minn., 184, 55 N. W., 968. 

The case of Bradley v. Lill (4 Biss., 473, 
Fed. Cas. No. 1,783) is the only one to which 
our attention has been called where the lan- 
guage of the instrument was similar to the one 
under consideration. In the case referred to 
the note was made in Chicago and was payable 
at New York “in” exchange; and it was held 
that the note was negotiable upon the ground 
that the promise was to pay the sum named 
in the note “with” exchange, which was a 
mere incident to the debt. 

In the case at bar the note is not payable at 
any particular place, and the promise is not 
to pay a given number of dollars in money 
‘“‘with’”—that is, plus—the current rate of 
exchange, but it is to pay the sum named in 
the note by New York or Chicago exchange. 
The holder of this instrument can not demand 
in payment thereof $1,673 in money, plus the 
cost of exchange, for the maker is not bound 
to discharge his obligation except by means of 
inland bills on New York or Chicago, Nor can 
the maker tender in reyment $1,673 in money, 
with the cost of exchange, for his promise is 
to make payment by inland bills, which he 
must purchase in the market. The instru- 
ment, then, is not payable in money, and is 
therefore not a promissory note within the law 
merchant. (Easton v. Hyde, 13 Minn., 83 (90); 
Jones v. Fales, 4 Mass., 245; Irvine v. Lowry, 
14 Pet., 293; 1 Daniel, Neg. Inst., secs. 55, 56; 
Tied. Com. Paper, sec. 29; 1 Rand. Com. 
Paper, sec. 90.) In reaching this conclusion 
we have not been unmindful of the fact that, 
in commercial usage, bills of exchange are re- 
garded as substitutes for money; but this 
usage can not make them such. 


This same distinction between a note pay- 
able “‘in”’ exchange and a note payable “with” 
exchange is very clearly pointed out in the 
Missouri case of Chandler v. Calvert (87 Mo. 
App., 368), in which the court, after stating 
that there was some dispute about whether 
a note payable ‘with exchange” is negoti- 
able, held that there is no doubt that one 
payable “in exchange” is not a valid prom- 
issory note. The court said: 

It seems to be clear that anything embodied 
in the contract which renders the amount 
therein to be paid uncertain ought to destroy 
the negotiability of the paper, if we pay the 
least attention to the definition of such com- 
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mercial security and the object and purpose of 
its being brought into use. The view we here 
take is anpporied by the weight of authority. 
(Bank v. Newkirk, 2 Miles, 442; Lowe v. Bliss, 
24 Ill., 168; Bank v. Bynum, 84 N. C., 24; 
Ready v. McNulty, 12 Rich. L., 445.) 

There are cases in which a bill of exchan 
is drawn and made payable at one and the 
same place ‘‘with exchange,” where it is held 
that, being drawn and made payable at one 
place, there can be no exchange, and therefore 
the words quoted are meaningless and should 
not beregarded. (Bank v. Goode, 44 Mo. App., 
129; Hill v. Todd, 29 IU., 101; Clauser »v. 
Stone, 29 Ill., 114.) Those cases were decided, 
not in opposition to the rule as we state it, but 
in recognition of it. * * * 

But in point of fact the note here in con- 
troversy does not belong to the class we have 
been discussing. For this note is not a note 
payable in money “with exchange.” It is not 
a note payable in money at all. It is “ payable 
in New York exchange.” The provision is 


wholly unlike those which we have been con- 
sidering. An instrument to be a note, in the 
absence of a statute, must be payable in 
money. As it is the purpose of promissory 
notes to ae ge money and to perform, so 


far as possible, all its functions, it 1s of course 
necessary that they should be payable in 
money (1 Parsons Notes & B., 45) and “in 
money only.”” Story on Prom. Notes, sec. 17. 
Therefore a promise to pay a sum of money 
“in bank bills or notes,” or “in foreign 
bills,” or “in current bank notes,” is not a 
promissory note. Story on Prom. Notes, sec. 
18. So an instrument payable “in current 
funds at Pittsburg,” was not payable in money 
and was therefore held not negotiable. (Wright 
v. Hart, 44 Pa. St., 454.) A note payable in 
“Pennsylvania or New York paper currency” 
was held not to be negotiable. iber v. Good- 
rich, 5 Cowen, 186.) And so it was held of a 
note payable “in Canada money.” (Thompson 
v. Sloan, 23 Wend., 71.) An early case in this 
State, which has never been questioned, sus- 
tains the foregoing statements of the law. Far- 
well v. Kennett, 7 Mo., 595, where it was held 
that an instrument, drawn payable “in cur- 
rency,”’ was not a bill of exchange. 

New York exchange is not money; it is a 
commodity, or, in other words, it is property. 
And to make an instrument payable in a 
erty, a note requires the aid of a statute. e 
have such a statute in this State. (R.S. 1899, 
sec. 894.) In obedience to the statute the in- 





strument in suit must be denominated a note 
It is, however, not commercial paper; it is not 
a negotiable note. 

In the case of Bradley v. Lill (4 Biss., 473), 
a bill payable “in exchange” was held to be a 
negotiable instrument but in that case, how- 
ever, the court construed the bill as one pay- 
able in money “with exchange,” so that it is 
not inconsistent with the general rule laid 
down by the text writers and the various courts 
to the effect that a bill or note payable “‘in ex- 
change” is not payable in money, but is pay- 
able in another instrument, a commodity or 
property which is not money, and that it is, 
therefore, not a valid negotiable instrument: 

A check is generally defined as “a draft or 
order upon abank * * * for the payment 
at all events of a certain sum of money * * * 
payable instantly on demand,” and a draft is 
defined as ‘‘an order for the payment of money 
drawn by one person on another.” One of the 
essential elements of each is that the payment 
be in “money.” Inasmuch, therefore, as in- 
struments drawn payable “in exchange” fail 
to comply with the requisites of a check or 
draft as generally defined and as contemplated 
by section 16 of the Federal Reserve Act, it is 
the opinion of this office that Federal Reserve 
Banks can not legally be required to receive such 
instruments for collection or credit. 

Respectfully, 
M. C. Exxiortr, Counsel. 

To Hon. W. P. G. Harpine, 

Governor Federal Reserve Board. 


Discount Rates. 

The rate of discount charged by a Federal Reserve Bank 
should be based upon the maturity of the instrument dis- 
counted at the time it is discounted and not upon a col- 
lateral agreement by which the member bank binds itself 
to repurchase before maturity. 

JuLy 31, 1916. 
Sir: The attached “Schedule of bills dis- 
counted,’’ filed by a Federal Reserve Bank; 
contains 29 items of different maturities which, 
it is stated, are “discounted for thirty days.” 
The 10-to-30-day rate has been granted on all 
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of these discounts, though none of them is pay- 
able, according to its terms, within 30 days 
from the date it was discounted. 

_ It is evident, therefore, that the Federal Re- 
serve Bank, in stating that these bills are “dis- 
counted for thirty days,’’ implies that it has 
made some collateral agreement with the mem- 
ber bank for which they were rediscounted, 
under which the member bank has agreed to 
repurchase the paper at the end of 30 days. 

Any such agreement is separate and distinct 
from the obligation of the various parties to the 
bill and can not be considered as altering the 
terms of the bill. The bill itself gives the Fed- 
eral Reserve Bank no right to collect on it be- 
fore the date of its maturity. The fact that 
the member bank may have agreed with the 
Federal Reserve Bank to repurchase the paper 
at the end of 30 days does not alter the date of 
its maturity and does not make it eligible for 
rediscount as 30-day paper. 

It seems clear that the transaction is merely 
an arrangement whereby the Federal Reserve 
Bank is giving its member bank credit for 30 


days at the 30-day rate on the contract of the 
member bank to repurchase from the Federal 
Reserve Bank at the end of 30 days notes which 
it has rediscounted with such Federal Reserve 
Bank and which in fact have a maturity of 


more than 30 days. It is equivalent, in sub- 
stance, to a 30-day obligation of a member bank 
secured by eligible paper and, though the Fed- 
eral Reserve Board has recommended to Con- 
gress an amendment authorizing Federal Re- 
serve Banks to make advances to member 
banks on their promissory notes secured by 
eligible paper, nevertheless, the law, as it stands 
at present, gives them no authority to advance 
credit on such a basis. 

The Federal Reserve Bank should base the 
rate of discount upon the actual maturity of 
the bills in question at the time they are dis- 
counted and not upon any obligation of the 
member bank to repurchase them at the end 
of 30 days. It should not discount 90-day 
paper, or any other paper with a maturity ex- 
ceeding 30 days, at the 30-day rate. 





Nothing in this memorandum, however, is 
intended to deny the right of a Federal Reserve 
Bank to make a rebate of discount in the case 
of paper discounted at an authorized rate but 
which is paid with the consent of the Federal 
Reserve Bank before maturity. (See Informal 
ruling, p. 308, October, 1915, Bulletin.) 

Respectfully, 
M. C. Exriorr, Counsel. 

To Hon. Cuarues S. HaMtiin, 

Governor Federal Reserve Board. 


Bill of Exchange Drawn by the Drawee. 


An instrument in the form of a bill of exchange drawn. 
by an agent of a corporation upon the corporation itself is 
not a bill of exchange such as is eligible for purchase in 
the open market by Federal Reserve Banks. 


AveusT 2, 1916. 

Sr: The question has been raised whether 
paper in the form of a bill of exchange drawn 
by a foreign agency of a corporation upon the 
corporation itself is eligible for purchase in the 
open market by Federal Reserve Banks. 

Section 130 of the Negotiable Instruments 
Law reads as follows: 


Where in a bill drawer and drawee are the 
same person, * * * the holder may treat 
the instrument, at his option, either as a bill 
of exchange or a promissory note. 


Though it is true that this section authorizes 
the holder to treat an instrument, on which 
the drawer and drawee are one and the same 
person, as a bill of exchange, nevertheless, the 
evident purpose of section 14 indicates that it 
should not be considered such by Federal 
Reserve Banks. The fact that bankers’ ac- 
ceptances and bills of exchange of the kinds 
and maturities made eligible for rediscount are 
specifically referred to in that section shows 
that Congress intended that promissory notes 
and single-name paper should not be eligible 
for purchase in the open market. Expressio 
unius est exclusio alterius. 

The question to be determined, therefore, is 
whether paper of this character is a bill of ex- 
change within the meaning of that term as used 
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in section 14 or whether it is, in substance, no 
more than single-name paper. The fact that 
section 130 of the negotiable instruments law 
provides that the holder may treat such an in- 
strument ‘‘either as a bill of exchange or as a 
promissory note’’ is not of itself material, be- 
cause that section, in defining the rights as 
between the holder and other parties to the 
instrument, can not in any way affect the nature 
of the instrument itself; that is, it does not and 
can not make two-name paper out of an instru- 
ment on which the drawer and the drawee are 
the same party. In substance such an instru- 
ment is a promissory note, single-name paper, 
and no more. 

The cases and the text writers generally 
agree that an instrument in the form of a bill 
addressed to the drawer is not a bill but is a 
promissory note. (See Norton on Bills and 
Notes, 4th ed., p. 82.) In the case of Fairchild 
v. Ogdensburg C. & R. R. Co., 15 N. Y., 337, an 
instrument was drawn by a railroad company 
upon its own treasurer and was therefore, in 
effect, an order of the corporation upon itself. 


The Court of Appeals of New York held that 
the instrument was not a bill of exchange be- 
cause of the fact that there were not the neces- 
sary two parties. The court, however, follow- 
ing the authority of the English courts, held 


that it was a promissory note. (See Miller v. 
Thompson, 3 Manning & Gr., 576.) 

It would seem, therefore, that, under the de- 
cisions of the courts and text writers, a bill 
drawn by the foreign agency of the drawee is 
not eligible for purchase under the provisions 
of section 14. 

Respectfully, 
M. C. Extiorr, Counsel. 

To Hon. C. S. Hamiin, 

Governor, Federal Reserve Board. 


Qualified Acceptances. 

A bill of exchange drawn payable ‘“‘at sight” and 
accepted payable in three months is a qualified or condi- 
tional acceptance, and the maker and prior indorsers are 
released. The instrument in effect becomes the promissory 
note of the acceptor, and would not come within the 





exception to section 5200 asa ‘‘billof exchange” drawn 
in good faith against actually existing value. 
JuLY 25, 1916. 
Sr: A memorandum raising certain ques- 
tions relating to the following acceptances has 
been referred to this office for an opinion: 
No. 1. Wasuineton, D. C., May 25, 1916. 
Ninety days after sight pay to the order of First National 
Bank of Plentyville five thousand dollars ($5,000). 
Receipts for 100 bales of cotton attached. 
Value received, and charge to account of 
Dot & Doz. 


To Corron & Co., 
St. Louis, Mo. 


Accepted May 31, 1916. 
Cotton & COMPANY. 
Wm. SEED, Treas. 


No. 2. Wasuaineton, D. C., May 25, 1916. 

At sight pay to the order of First National Bank of 
Plentyville five thousand dollars ($5,000). 

Receipts for 100 bales of cotton attached. 

Value received, and charge to account of 

Dot & Dog. 
To Corron & Co., 
St. Louis, Mo. 


Accepted. 

Payable Aug. 29, 1916. 
Corton & COMPANY, 
Wm. SEED, Treas. 


I.—Could the papers deseribed be classed as bills of 
exchange or direct promissory notes of the acceptors? 


It is obvious that the bill marked No. 1 is a 
bill of exchange properly drawn and accepted, 
and that it is not a promissory note. 

As to No. 2, however, a different situation 
arises. The bill was drawn payable “at 
sight,” and was accepted payable in three 
months. The question is, therefore, whether 
an acceptance to pay at a time different from 
that specified in the original bill is a proper 
acceptance. 

The generally recognized principle is that an 
acceptance must be according to the tenor of 
the bill; otherwise it is a conditional acceptance 
and valid only as to all parties subsequent to 
the acceptance. If the acceptance, as in the 
case of example No. 2, varies the offer con- 
tained in the bill as to the time of payment, 
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it is a qualified acceptance. (Daniels on Nego- 
tiable Instruments, sec. 515; Norton on Bills 
and Notes, p. 124.) Section 141 of the 
negotiable instruments law provides that an 
acceptance is qualified which is “ qualified as to 
time.” It is evident, therefore, that a bill 
made payable at sight, accepted payable in 
three months or at any time different from that 
fixed in the body of the bill, is a qualified or 
conditional acceptance, and that the maker 
and prior indorsers are released. The effect 
of such an acceptance is to make the bill a 
promissory note of the acceptor. “It is 
enforcible between the acceptor and the 
holder, notwithstanding the fact that the drawer 
and indorsers are discharged”. (Norton on 
Bills and Notes, pp. 122, 123.) 

II.—Should such papers be classed as loans exempted 
from the limit prescribed by section 5200, United States 
Revised Statutes, as “‘ bills of exchange drawn in good faith 
against actually existing values?” 

It is clear that No. 1 is a bill of exchange 
within the meaning of the exception to section 
5200 and that it should not be included in de- 


termining whether the total liabilities of any 
person or corporation exceeds the limit pre- 





scribed by section 5200. No. 2 not being a bill 
of exchange would not come within the excep- 
tion “bills of exchange drawn in good faith 
against actually existing values.’’ 

III.—In the granting of rediscount accommodation to 
member banks, should the Federal Reserve Banks regard 
such papers as part of the aggregate liability of a payer, 
and not take for rediscount an amount of such payer’s 
paper exceeding 10 per cent of the capital and surplus of 
the rediscounting bank? 

No. 1, which is a bill of exchange drawn in 
good faith against actually existing values, 
should not be considered in determining the 
maximum limit up to which a Federal Reserve 
Bank can rediscount for its member banks. 
It is specifically excepted by section 13 of the 
Federal Reserve Act. 

No. 2, however, not being a bill of exchange, 
does not come within the exceptions set forth 
in section 13, and such paper should be in- 
cluded in the aggregate of paper bearing the 
signature and indorsement of any one person, 
firm, or corporation, as provided by section 13. 

Respectfully, 
M. C. Exxiort, Counsel. 

To Hon. C. S. Hamu, 

Governor, Federal Reserve Board. 
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SUMMARY OF BUSINESS CONDITIONS AUG. 22, 1916. 





District No. 1— 
Boston. 
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GENERAL BUSINESS CONDITIONS. 


There is given on the preceding page a sum- 
mary of business conditions in the United 
States by Federal Reserve districts. The re- 
ports are furnished by the Federal Reserve 
Agents, who are the chairmen of the boards of 
directors for the several districts. Below are 
the detailed reports as of negro 
August 23: 

DISTRICT NO. 1—BOSTON. 

There are so many different and unusual 
factors which all lines of business during these 
days have to contend with, particularly those 
pertaining to labor and the high cost of raw 
material, that it is rather difficult from month 
to month to notice any particularly marked 
change in the more important industries of 
this section. There is, it would appear, less 
hesitancy to-day than last month and buying 
in fair volume is again becoming evident. 

Many retailers and merchants felt a month 
or two ago that conditions were abnormal and 
that prices had reached too high a plane and 
were cautious as to future commitments, the 
general policy being to reduce stock on hand 
to a minimum and to refrain from placing addi- 
tional orders. With the midsummer season 
nearly over and no change in the situation 
having arisen, in many lines merchants are 
beginning to accept conditions and to feel a 
willingness to take on new business. It is 
still between seasons in some industries and 
others are experiencing the usual midsummer 
dullness. While, on the whole, it is felt that 
business is again» expanding after the past 
temporary lull or digestive period, yet it is 
still too early to accurately tell what the trend 
of business is going to be in the fall. 

Money is easier than last month, due rather 
to the accumulating of.money in New York 
and the ease in that market, than to large 
surpluses in the Boston banks. Although the 
surplus reserves in Boston banks have not 
increased materially, banks in some of the 
other centers in this district report excess 
funds and continued ease. 





Call money, 3 per cent; time money, 3} to 
44 per cent for six months, 4} to 44 per cent 
for a year. Town notes, 3} per cent upward; 
90-day bankers’ acceptances, 2$ per cent up- 
ward indorsed, 24 per cent upward unindorsed 

Loans and discounts of the Boston Clearing 
House banks on August 19, 1916, show a de- 
crease of $14,000,000 from the preceding month, 
and demand deposits decreased $2,005,000 in 
the same time. ~ 

The amount ‘‘due to banks’”’ on August 19 
was $125,133,000, as compared with $129,- 
105,000 on July 15. The excess reserve of 
these banks increased from $16,680,000 on 
July 15 to $30,464,000 on August 19. 

Exchanges of the Boston Clearing House for 
the week ending August 19 were $161,661,144, 
as compared with $135,501,344 for the cor- 
responding week last year, and $233,064,423 
for the week ending July 15, 1916. 

Building: and engineering operations in New 
England continue to show a considerable in- 
crease over any corresponding period for many 
years. From January 1 to August 16, 1916, 
these contracts amounted to $130,204,000, or 
about $7,000,000 over 1912, the highest pre- 
vious record for over 15 years. In 1915 con- 
tracts for the same period were $111,334,000. 

Exports from the port of Boston for July, 
1916, amounted to $15,549,466, as compared 
with $13,315,376 for June, 1916, and $9,104,337 
for July, 1915. Imports for July, 1916, 
amounted to $12,478,727, a decrease of $3,- 
584,856 from June, 1916, and $412,778 from 
July, 1915. 

Receipts of the Boston post office for July, 
1916, show an increase of $25,000, or about 4 
per cent over July, 1915, and the receipts for 
the first 15 days of August were about 15 per 
cent over those of last year. 

Boston & Maine Railroad reports net oper- 
ating income, after taxes, for June, 1916, as 
$1,412,979, as compared with $1,047,194 the 
corresponding month last year. New York, 
New Haven & Hartford Railroad reports net 
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operating income, after taxes, for June, 1916, 
as $2,130,884, as compared with $2,882,684 for 
June, 1915. 

Agricultural conditions, on the whole, are 
not as satisfactory as they were a month ago. 
The hay crop, which is the crop in this locality 
upon which the farmers depend, was consider- 
ably damaged by the excessive rains of July 
and early August, and while there is a possi- 
bility of a second crop of fair proportions, the 
crop as a whole will probably be below normal. 
In certain sections of the district reports re- 
garding the potato crop are equally unfavor- 
able, and rot has appeared in some localities. 
All agricultural sections report a great scarcity 
of labor, and the payment of higher wages for 
farm labor will reduce the profit on all crops, 
farm hands having been attracted to the man- 
ufacturing centers by higher wages. 

The boot and shoe industry is still quiet. 
Many of the larger manufacturers are sold up 
nearly full on fall business, and it is not yet 
time to know anything definite about the spring 
demand. In this business the increased cost 
of leather, uncertainty as to the future supply, 
together with the high cost of labor, are impor- 
tant factors, and some manufacturers are at a 
loss as to the prices at which they can afford to 
solicit business. 

Labor conditions are unsatisfactory from the 
standpoint of the employer. Labor of practi- 
cally all kinds is scarce, and especially is this 
true of skilled labor and farm help. Farmers 
near manufacturing centers have found it ex- 
pedient to hire large gangs on Sundays to help 
harvest their crops. Persistent reports of the 
arbitrary manner in which employees are mak- 
ing demands and regulating their own hours are 
being heard. This has made manufacturers 
cautious about extending their business unduly 
lest they be unable to keep or obtain enough 
help to carry out their contracts. High wages 
are causing much shifting of employees from 
one place to another. 

Dry goods merchants expect a good fall busi- 
ness, but, due to the unprecedented high prices 
of merchandise, are buying cautiously. How- 








ever, in this line it is felt that prevailing condi- 
tions are likely to last for some time to come, 
the tendency being toward higher prices, and 
wholesalers are not hesitating to contract for 
their needs well in advance. Despite the sum- 
mer quietness, business in some branches is 
double that of 1915. Conservative merchants 
feel that present conditions can not be perma- 
nent and that sooner or later an adjustment of 
prices will be necessary. In the meantime less 
difficulty is being found in passing the increased 
costs on to the retailers and thence to the 
consumer. 

The higher grades of wool continue very firm, 
and dealers are loath to sell except at good 
prices, as it is difficult for them to replenish 
their supply. Woolen mills are sold a long 
way into the future, and worsted mills are also 
sold well ahead, but not to so great an extent 
as the woolen mills. The new light-weight 
goods opening has been very satisfactory. 

The recent Government estimate on the cot- 
ton crop has caused cotton to move to higher 
levels. This and the increase in other produc- 
tion costs has been reflected in prices of fine and 
fancy cotton, which have moved upward. The 
mills are well sold up, and with new orders com- 
ing in more freely than for a month or two mill- 
men have been able to add their increased cost 
into the prices obtained from the distributors. 
In this industry few mills are in a position to 
take contracts for delivery before the first of 
next year. The outlook for fall is believed to 
be very encouraging. Print cloths are strong, 
and manufacturers expect good business for a 
long whijle to come. 


DISTRICT NO. 2—NEW YORK. 


An unusually well sustained demand for 
manufactured goods and raw materials has 
continued throughout the summer with but 
few signs of the ordinary lull over the inventory 
period and mid-year season. 

The course of business has been. steadier 
since the reaction in commodity prices a few 
months ago. Further declines in prices of 
miscellaneous goods occurred last. month, and 
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the average price of the leading commodities 
is slightly lower notwithstanding firmer mar- 
kets for certain dry goods, steel products, and 
heavy leather and the pronounced rise in wheat 
and cotton. 


The general industrial position is practically 


unchanged., Textile mills in particular are 
working to capacity. Shoe factories have been 
very busy despite the recent increase in cost of 
footwear. Jewelry manufacturers anticipate a 
brisk fall trade. Wool and wool products are 
in good. demand. Provisions command firm 
prices. 

Wholesale and retail trade continues in satis- 
factory volume. Summer goods were well 
cleared out during the extremely hot weather. 
The chain stores publish figures of substantial 
increases in turnover. Collections are better 
and it is helieved will be generally satisfactory 
as the season advances. 

Since a general strike was averted on New 
York City traction lines, and the return to work 
of the garment makers after a strike of 14 
weeks duration, the labor situation is better. 


More help is still needed on construction 
work and in factories. One manufacturing 
community feels the loss of 600 or 700 skilled 
mechanics who were called to military service. 

A notable volume of new buildings is re- 
ported at Bridgeport, Binghamton, and New 


York Gity. In the latter, building permits 
were issued in July for $50,526,144 against 
$12,246,489 during July, 1915. A large part 
of this inorease is due to the filing of plans in 
anticipation of new building restrictions. 

Steam and electric railway earnings, and 
postal receipts are increasing. The July bank 
clearings in New York City were record figures 
for that month. Confirmation of the great 
aotivity and volume of business is found in the 
51 per cent increase over 1915 shown by the 
exchanges of all United States banks during 
the seven months ended July 31. 

In the first seven months of the year new 
incorporations in the principal States of com- 
panies capitalized at $100,000 or more have 
reached a total of $2,200,545,100, an increase 





of 103 per cent over the corresponding period 
in 1915. Sales of stocks on the New York 
exchange fell off considerably, the number 
of shares in July being 8,961,586 against 
13,106,100 in the preceding month © and 
14,070,763 in July, 1915. , 

Failures in New York State during July show 
a reduction of 75 in number and $3,339,201 in 
liabilities from July, 1915. 

Figures of the foreign trade of the port of 
New York show large increases. Exports from 
January 1 to August 12 are 100 per cent higher 
than in the corresponding period last year.. A 
decline in ocean freight rates is stimulating the 
movement. During the fiscal year ended June 
30, the largest net tonnage on record, 24,872,403 
tons, cleared from American ports. 

Between July 1 and August 19 New 
York Clearing House bank loans declined 
$67,423,000, deposits decreased $62,693,000, 
and excess reserves increased $38,300,000. 

Money rates have been easier since the mid- 
dle of July. Commercial paper has sold up 
within a range of 4 to 44 per cent, but is now 
marketed at 3} to 4 per cent, with occasional 
transactions in short notes at 34 per cent. 
Call money is quoted at 2 to 24 per cent. 

Rates for foreign exchange show only slight 
changes in daily closing quotations. 

The receipt from London of two shipments 
of gold, amounting to $9,500,000, was reported 
on August 15, making total receipts of 
$222,750,000 since May 11. 

Announcement was made on August 16 of a 
new British loan arranged by American bank- 
ers. The amount is $250,000,000 on two-year 
5 per cent notes against a deposit of sundry 
securities for $300,000,000. 

Warm weather prevailed during the greater 
part of the month and greatly improved crops 
which were under the average. The yield of 
hay is the largest in years, while other crops 
except corn are doing well. Dairying is in 
prosperous condition. It is reported that 
more butter was accumulated in New York 
during July than ever before at that time of 
year. 
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DISTRICT NO. 3—PHILADELPHIA. 

Commercial and industrial conditions have 
shown no essential change during recent weeks, 
operations being maintained at as high a rate 
as the hot weather and shortage of labor and 
materials will permit. 

Raw materials are high and prices firm, and 
some customers are inclined to defer the placing 
of orders for future delivery. Generally, the 
situation reflects more activity than at this 
usually dull period; and both manufacturers 
and merchants anticipate that it will continue 
during the fall and winter months. 

A new epoch is seen in metal-working trades 
as the manufacture of war supplies increases. 
The lull in placing orders has vanished and 
orders are now being placed mors freely than 
for several months. A new and tremendously 
strong buying movement of steel has set im. 

Carpets and rugs.—Mills are reported to be 


running practically at capacity. Manufac-| $% 
R 


turers still report some trouple in getting dyes, 


but the supply is becoming more plentiful) Wyu2 


through the increasing manufacture of certain 
kinds in this country. Collections have been 
well maintained and the outlook is reported 
to be very good. 

Coal.—The anthracite market continues 
strong for midsummer months, and what 
change there is, with regard to prices, can be 
said to be of an upward tendency. Many 
companies are sold up on practically every- 
thing. Prices of bituminous coal are also ad- 
vancing, being aided at many points by the 
scarcity of vessels. 

Cotton yarns and goods.—Between 5 and 10 
per cent of the machines for spinning yarns are 
reported to be inactive, but this is considered 
to be a very good showing for the month of 
August. There is a general complaint that it 
is hard to get spinners to accept business except 
at top prices, and some mills are so sold up 
that they can not make deliveries on new con- 
tracts before the first of the year. Yarn prices 
have advanced on the poor cotton report until 
they are at almost record levels. Cotton goods 
manufacturers report business to be ann 





at about a rate of 100 per cent in value and 
about 90 per cent in-volume. Prices keep ad- 
vancing, due, it is said, to merchandise short- 
age and rising costs of production. Collec- 
tions are reported very good and the outlook 
for several months is considered favorable: 

Crops.—Farmers are handicapped by the 
inability to get help. Reports from different 
sections of Pennsylvania indicate that the to- 
bacco crop this year will be one of the heaviest 
in recent years. The Department of Agricul- 
ture estimates the condition on August 1 of 
the important crops in Delaware, New anny 
and Pennsylvania as follows: 
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1 Bushel yield per 
2 Forecast J uly t 1 can’ condition. 
3 Preliminary estimate 1916. 


Failures.—Bradstreet’s report shows 57 fail- 
ures in the district during the month of July, 
compared with 50 in June, 48 in May, 67 in 
April, 101 in March, 103 in February, and 96 in 
January. 

Groceries.—The grocery business has been 
very good, with collections reported as fair. 
Because of an increase in domestic production, 
the falling off of British purchases, and the ap- 
pearance of beet sugars, material reductions are 
reported in the price of sugar, and it is predicted 
that prices will continued to decline. A con- 
tinuance of the prevalent high prices of groce- 
ries depends, to a large extent, upon the crops, 
and until they are harvested the present prices 
are likely to remain. The outlook is reported 
good. 

Hardware.—The usual July and August de- 
crease in the hardware business has not mate- 
rialized this youn at all, and aie is ‘an ‘un- 
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precedented demand for hardware of all kinds. 
It is anticipated that later there will be a scar- 
city of goods. Considering conditions, prices 
are not high but are firm. Collections are 
fairly good. The hardware business as a whole 
is now of greater volume than ever before, and 
the outlook is unusually good for its continuing 
throughout this year and into 1917. 

Hosiery and underwear.—The dyestuffs situ- 

ation is much easier, but as raw materials are 
sold up for some time, no break is likely in the 
high prices for some months at least. 
. fron and steel.—The very heavy foreign de- 
mand for shell steel has been the feature of the 
new buying movement. This, coupled with a 
decrease in the output because of the hot weather 
has made prices stiffen. For general domestic 
business, there is a slackening of inquiry because 
of high prices. Heavy contracts for ship plates 
have been closed on domestic and foreign ac- 
count for delivery in six and nine months and a 
stronger tone prevails for all kinds of steel prod- 
ucts. One result of the heavy buying is to 
awaken greater interest among some domestic 
consumers who were inclined to defer purchas- 
ing. The demand for barbed wire for extensive 
use on the battle fields has caused an advance in 
the price of wire and wire products. Jobbers 
being cleared of structural goods, the railroads 
active in the purchasing of equipment, and the 
United States Government planning for a larger 
Navy, are some of the causes of the renewed im- 
petus given to this industry. 

Leather belting and shoes.—Tanners generally 
are sold a long way ahead and have little to 
offer the occasional customer. The morocco 
manufacturers report that they can not secure 
enough tanners to run their plants full, but this 
is not so with the heavy leather manufacturers. 
The glazed-kid business shows no new features; 
prices are firm and unchanged, though advances 
in view of the labor and raw material condi- 
tions are being preditted. The belting manu- 
facturers are all busy. As far as the present 
and prospective shoe trade is concerned it was 
never better, the manufacturers having all they 
can attend to, and judging from the orders on 
hand, will have a big season. 





IAnoleum.—Linoleum prices for the fall sea- 
son have been advanced approximately 5 per 
cent. The interference with burlap shipments 
from Scotland and the high cost of ocean freights 
enter largely into the conditions upon which the 
advance in price is based. 

Lumber and building.—The aggregate value 
of buildings under course of construction is 
greater than for some time past, though opera- 
tions are less than last year. The high cost of 
materials and labor and the difficulty in secur- 
ing skilled mechanics have a tendency to hold 
back some proposed improvements. Lumber 
sales, however, are larger, with prices of soft 
woods slightly higher, and a number of good 
contracts have been placed in the cement 
market. 

Merchandise shipments.—The value of mer- 
chandise shipped through the port of Phila- 
delphia during July approximated $23,000,000, 
an increase of nearly $15,000,000 over the same 
month of 1915. The value of the imports for 
the same month was about $9,000,000, an in- 
crease of almost $3,000,000 over July of last 
year. 

Ratlroads.—Railroad shops are reported to 
be exceedingly busy. The loaded car move- 
ment over Pennsylvania Railroad lines east of 
Pittsburgh for the first 21 days of August in- 
creased 7.6 per cent over the same period last 
year. Eastbound coke increased 32.3 per 
cent, and miscellaneous westbound freight in- 
creased 15.8 per cent. There was a decrease 
of 12.6 per cent in eastbound empty cars and 
an increase of 17 per cent in westbound empty 
cars. 

Retail trade.—As August is the height of the 
vacation season, local retail stores are not so 
busy. 

Siuk.—Silks are scarce and in demand. 
Orders are being freely placed with jobbers 
and in the manufacturing end there is a quiet 
undertone of confidence for the remainder of 
the year and early spring. 

Woolen yarns and. goods.—August is in- 
variably a quiet month in the wool market; 
business activity, however, is increasing and 
the high prices are being maintained. Dealers 
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still complain of scarcity of wool, due to a cer- 
tain extent to the embargo placed upon 
Australian wool. Spinners and yarn manu- 
facturers are reported to be very busy, with 
mills running as near capacity as the supply 
of labor will permit. Manufacturers, im- 
porters, and jobbers of woolens, worsted, and 
felt’ goods report that conditions are very 
good, and they look forward to a large fall 
business. Collections are reported to have 
been fair or better. Retailers are fairly well 
stocked up, but not overstocked. Manufac- 
turers and wholesalers, therefore, consider the 
outlook to be good, the only drawback being 
the rising prices, which prompt extreme care 
in the buying of raw materials. 

Money.—The flurry in money rates a month 
ago has subsided, although time money has 
not reacted to its former very low level. Com- 
mercial demand for money is apparently quite 
strong, and many banks are well loaned up. 
The rates show a tendency to remain stationery. 
Clearings are not so large as a month ago. 


DISTRICT NO. 4—CLEVELAND. 


Changes respecting business and agricultural 
conditions in district No. 4, in so far as being 
significant, are few compared with 30 days ago. 

The financial situation and money rates are 
unchanged. A large volume of business is 
being handled by the banks. Clearings in the 
six largest cities of the district show a decrease 
from the corresponding period last month of 
10 per cent, but show an increase of 39.9 per 
cent‘ over the same period last year, as shown 
in the following table: 





Aug. 1-15, 
1915. 
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The notable increase in the clearings for the 
city of Cleveland is caused in part by the en- 
trance of the Federal Reserve Bank into the 





clearing house, adding $11, 764,940. 24 to the 
totals for the period. 

In one or two centers of the district there 
has been rather a brisk demand for funds. As 
a rule, however, money is reported easy all over 
the district. Dealers in securities report. no 
recession in the market but observe a strong 
tendency toward the higher grade investments. 

In the iron and steel trade, the, principal 
changes that have occurred since last month’s 
report have been in the line of higher values 
and increasing pressure for deliveries, Plates, 
shapes, and bars have had an advance of $2 
per ton. Mills are congested; and, notwith- 
standing the unfilled tonnage report. of the 
steel corporation for July, showing a decline 
over June, there never has been .a time in the 
history of the steel business when mills have 
been sold so far ahead with as much prospect 
for additional business. 

The electrical business is still going along at 
top speed, with delays in deliveries due to dif- 
ficulty in receiving raw materials, even though 
premiums are offered. 

The factories engaged in making automobile 
parts report the raw material situation very 
difficult to overcome, as it is almost impossible 
to get deliveries, regardless of price. 

Pig iron sales for the past month and a half 
have been very light, but recently a number of 
large sales have been made at only slight con- 
cessions from former prices. 

The coal business is in a peculiar position. 
The companies have plenty of orders at a fair 
price, collections are good, but theré is a serious 
shortage of labor and a car shortage also on 
some roads. Prices seem to be strengthening 
and the demand continues. 

Glass and diversified industries are preparing 
for an active fall and winter season. Four 
thousand men employed in bottle and glass 
factories in the Pittsburgh district get an ad- 
vance in wages with the resumption of opera- 
tions of factories next month. 

In the pottery business all factories are run- 
ning to capacity and receiving better prices 
than ever before in their history. 
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The rubber industry, centered in Akron, is 
still booming, with no abatementin sight. Al- 
though running three shifts a day they are not 
able to supply the demand. Four of the largest 
plants are building extensive additions in antici- 
pation of a steadily increasing demand until 
1919. Sixty per cent of the rubber goods sold 
in the United States is produced in this dis- 
trict, and the average daily sales in Akron are 
$600,000, the demand for automobile tires be- 
ing 55 per cent greater than a year ago. 

Suburban train traffic is normal. Through 
and excursion travel is 10 per cent better than 
normal. Loads billed in this district on all of 
the principal trunk lines show 36.7 per cent in- 
crease over July, 1915, but a decrease of 7.5 
per cent for the previous month. 

The greatest problem of all manufacturers 
in the district is the problem of labor. 
are experimenting with negro laborers, who are 


being brought here in considerable numbers | 7ii's 


from the South. 

Collections are reported good, and little evi- 
dence of any distress is found. Many who a 
month or two ago were rather uncertain of the 
future now speak quite confidently. 

Posi-office receipts show an increase of 8.4 
per cent over July, 1915, and a 8.8 per cent 
decrease over June, 1916. Table of post-office 
receipts follows: 





| 
July, 1916. | July, 1915. 





$3, 000 
21, 315 
14, 338 
34, 326 

4, 655 

3, 771 
81, 405 


$221, 338 
304, 749 
99, 080 
316, 245 
81, 644 
26, 204 





1, 049, 260 

















Mercantile lines, both wholesale and retail, 
are gaining in comparative reports, 

Land prices are probably the highest known 
in the district, with a few exceptions, but there 
is no unusual volume of business being trans- 
acted. Real estate people report a fair de- 
mand for moderate-priced homes. Three hun- 
dred less building permits were issued in July 


Some | ¢ 





than in June, 1916, but the total valuation 
shows a substantial increase, as indicated in the 
following tables: 



































Increase 
of increase 
July 31, decrease. 
1915. 





$9, 683, 446 |$3, 458, 078 
. r 
BOL" 300 


6, 236, 181 
2,412, 740 


68, 107, 808 


1,919, 337 
2,671, 514 

682, 474 
8, 604, 590 


























1 Decrease. 


Manufacturers of women’s wear report an 
unprecedented trade. The effect of the strike 
settlement in New York has not yet retarded 
the greatly increased business in this district. 

Orders for knit goods are in such volume that 
deliveries during the season in many cases will 
be impossible. 

Agricultural conditions are not so good as 
last month. The drought hurt corn, and late 
potatoes are a failure. | 

The drought has been broken in most locali- 
ties, but there are some few parts of the district 
that have not as yet been favored with showers. 

The burley tobacco crop is more than satis- 
factory in quantity and quality. 

DISTRICT NO. 5—RICHMOND. 

General business is much above the average, 
reports.on conditions are cheerful, and the out- 
look for the future regarded at least. with com- 
placency. | 

Storm damage referred to in the last report 
throughout’ the Piedmont sections, particu- 
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larly of North and South Carolina, was serious, 
and the railroads in particular have been slow 
in recovering, both as to damage to their lines, 
and as to restoring their service to the public. 
A similar catastrophe resulting from a cloud- 
burst in West Virginia has wrought great havoc 
in Cabin Creek, the damage to the Chesapeake 
& Ohio Railroad and private properties being 
estimated at several millions of dollars. Con- 
tinued excessive rainfall is reported throughout 
the district, very generally resulting in con- 
tinued crop damage in ¢onsiderable portions 
of the territory. 

The reports from the trucking sections where 
the large volume of shipments has culminated 
have been very satisfactory. Shipments of 
cantaloupes and other fruits have yielded sat- 
isfactory returns. Potato shipments from the 
Norfolk sections are estimated to have reached 
1,250,000 barrels, and while prices declined to 
a minimum of $1.50 per barrel, they averaged 
probably $2.50 per barrel, and much of the 
crop sold considerably above this. Southern 
sweet potatoes are going into the market at 
$3.50 to $4.50 per barrel. 

Special attention has been drawn to one fea- 
ture connected with the potato crop. This is 
a demonstration that this district can grow 
potatoes and also other vegetables without 
potash, other than such as can be obtained 
from cottonseed and other fertilizers produced 
in this country. This gives promise of emanci- 
pation from potash for which this section has 
been depending chiefly on Germany and Chile. 
Farmers have been spending millions for potash 
and it is now gratifying to learn that fruits and 
vegetables can be successfully raised regardless 
of whether or not we have potash. 

One railroad line in this district has sent out | 
a special car carrying an agricultural exhibit | 
of the products of this section, to visit a number | 
of State fairs in the North and Northwest. 
This is a part of a campaign of education to_ 
bring before other sections the advantages and 
agricultural possibilities of this district. 

Building is reported dull in some sections, 





ment. Reports from the lumber trade gener- 
ally are not satisfactory, but box manufac- 
turers are finding difficulty in keeping up with 
their orders. Operators in creosoted material 
report that business has been particularly good. 
North Carolina reports considerable activity in 
municipal and county improvements such as 
roads, bridges, public buildings, and additions 
to manufacturing plants, as well as the con- 
struction of some new ones. This possibly 
grows out of the recent flood damage and 
probable restoration. 

Some indifference is shown toward taking 
on new coal business owing to the fact that op- 
erators are full of orders or contracts. There 
is some shortage in labor and also a shortage in 
car supplies. Dumpings are lighter for July 
than June. Most of the decrease in the ship- 
ments over the Chesapeake & Ohio and Vir- 
ginian, and particularly the Norfolk & Western, 
being due to floods and washouts. 

Prices have advanced about 50 cents per ton 
and are likely to add another 50 cents increase. 
There is a demand for South American port 
shipments, particularly the Argentine Republic. 
This demand is stimulated by the release by 
the British Admiralty of tonnage for the im- 
port of grain and food stuffs to the United 
Kingdom. These steamers are available for 
coal cargoes for the outward trip in preference 
to ballast, and this has materially reduced 
freights to these points. These conditions re- 
ported from the ports are confirmed by advices 
from the interior, where the demand is said to 
be greater than that for last year, shipments 
limited by railroad damage and car shortage, 


with prices showing a hardening tendency. 


Corn crop conditions are spotted, and on the 
‘whole considerably below the average, but the 
crop does not appear to have suffered as seri- 
‘ously from the excessive rains as has cotton. 

In the southern portion of this district there 
have been severe floods with complete destruc- 
tion of crops in the low lands and on some of 
‘the watersheds, but the corn crop as a whole, 
‘except on some of these very low lands, has 


but there are apparently indications of i improve- ‘not been so seriously affected. In some sec- 
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tions, where it has been possible to cultivate This district is thought to have only a mod- 
it, it is said to be the best im several years. In| erate volume of war orders and therefore not 
some sections corn and peas have been sown | likely to feel a reaction as keenly as some 
for ensilage for next winter. other sections. 

Cotton is reported to have suffered generally, Labor is well employed, there being no 
from excessive moisture and reports from most ' question of work, but rather difficulty in 
sections estimate the yield at not more than | Securing a sufficiency of labor. Many plants 
50 or 60 per cent of a fair crop. This has re-| are running overtime to keep up with orders, 
sulted in a very considerable advance in prices, | In the coal regions there is a strong demand 
which it is anticipated will make up to a very | for miners at almost all of the mines. There 
considerable extent for the shortage in volume. | have been some voluntary increases in wages. 
There is a possibility of some improvement | Operatives seem to be satisfied and no labor 
depending on future weather. troubles of any sort are reported, the whole 

Reports from manufacturers indicate con- | situation being regarded as better than it has 
ditions as abnormally good. Orders are abund-| been for several years. A South Carolina 
ant, the demand for domestic yarns extending | statute, which on January 1, 1917, raises the 
through the whole range of variety is excellent, | age limit of child labor, is expected to effect a 
both for prompt shipment and extending well | further elimination of child labor in that State. 











into next year. 
The demand for automobile tire fabrics is 
particularly strong. 


There is some complaint of the scarcity of | 
Plants | 


labor, and particularly of dyestufis. 
generally, however, are not only reported in full 
operation, but many are operating at night, 


employing double shifts. The industry is en- 


joying probably the greatest prosperity it has 
ever experienced. 

Exports for July show an increase of over 
100 per cent, this increase being chiefly at 
Baltimore, in shipments of cotton, tobacco, 
grain, especially in copper and other metals. 


The recent appropriation by Congress of | 
$75,000,000 for good roads, to be expended | 
during the next five years, has stimulated the | 


movement already under way along this line, 
Of the $5,000,000 available for the year ending: 
July, 1917, this district will be entitled to 
$333,000 on condition that a similar amount | 
is contributed by the States and counties. 

Jobbing in general lines is reported as good, 
and conditions on the whole in the district are 
satisfactory. Merchants are reported to have 
been conservative, looking closely after col- 
lections, and results have been satisfactory. 
There has been some destruction owing to 
flood conditions, but losses are thought to 
have been considerably exaggerated. 


| Some slackening of demand for machinery 
and metals is reported from the New England 
market but most of the operators seem to 
have all the business they can take. The 
demand for-mining and quarrying machinery 
is reported good, several fairly good contracts 
have been let by the railroad companies for 
extension of lines, and railroad contractors 
,are in the market for equipment. Business 
in this particular line is said to be better than 
it has been for several years past. 

There has been some demand for redis- 
counts from the smaller banks, but the banks 
in the larger cities and towns while reporting 
business as improving and good, have been 
able to supply the needs of their customers. 
There seems to be no apprehension about 
being able to extend to planters during the har- 
vest season all of the assistance which they may 
| need. Largeengagements for the tobacco trade 
‘have been made for the next 30 or 50 days. 

Deposits are reported as reaching the high- 
water mark and loans approaching that limit, 
making very satisfactory business. 

Railway earnings so far reported seem to be 
holding ‘their own, although they have been 
affected by the recent flood damage. 

Reports from the 12 clearing houses in the 
district show an increase of 28 per cent over 
the corresponding figures for 1915. 
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Postal receipts from the centers in the dis- 
trict indicate an increase of nearly 9 per cent 
over the corresponding month for last year. 

The tobacco crop is reported to be short in 
some sections and generally below the average, 
but high prices for the new crop are indicated 
which gives general satisfaction and fully 
makes up for the shortage in volume. To- 
bacco jobbers report business as very satisfac- 
tory. 

Business in wagons and buggies has been 
reported as poor during the past two years, 
but indications point to improvement. Profits 
have been meager owing to the high cost of 
materials without a corresponding advance in 
the completed product. The outlook for fall 
business is reported as good, and the high 
prices for tobacco and cotton are looked to as 
governing factors in the situation. 


DISTRICT NO. 6—ATLANTA. 





grapefruit belt, with a slightly smaller yield in 
lemons, limes, and kumquats than last season. 

Tobacco.—Prospects for a fine crop are very 
bright and an excellent demand is expected, 
providing shippimg arrangements to. foreign 
countries can be obtained. The quality is 
good and the crop slightly above the average. 

Coal.—There is still a depressed condition in 
the coal market. This is especially true of 
steam coal largely shipped to the bunker trade 
of the ports of New Orleans and Mobile. While 
there has been a slight increase in price, of 
about 10 per cent, this is hardly sufficient to 
cover the increase given the miners and other 
laborers. 

Phosphate.—The production is not more than 
30 per cent of what it was three years ago, and 
this is especially true of mining and exporting 
for European markets. The export trade has 


| been practically at a standstill for two years, 
'due to inability to secure bottoms for export 
Although future prospects in this district are | 


trade. The grinding of phosphate for domestic 


largely dependent upon the development of | consumption and use as a fertilizer is more en- 


crops, August has been a prosperous month 
considering the usual midsummer dullness, and 


_couraging, the volume of business being de- 


cidedly better than last. year. Bookings for 


there has been no marked cessation of the gen- | fall delivery indicate a better season. This 


eral business activity. 


Cotton.—While there is a disposition to take | 
a better view of the cotton crop prospects, the | 


being out of season, plants are not running 
full time. 
Zine.—On account of special conditions ob- 


rains following the July storms have prevented | taining in the zinc metal market, Tennessee 


the crops from recovering lost ground. The | producers report business above normal and 


fields are grassy, and though some improve-| 


ment is shown in northern Alabama, Georgia, 
and Mississippi, in the southern part of the 
district the boll weevil is causing material dam- 
age and while the plant is good, there is little 
fruit. In Tennessee the crop is very good and 
fruiting well and reports are very favorable. 

Corn.—Excessive rains have greatly dam- 
aged corn in the bottom lands. The crop in 
the uplands is in excellent condition and in view 
of the increased acreage a normal crop is ex- 
pected. A number of sections report the plant- 
ing of quick maturing crops, such as beans and 
potatoes, to take the place of corn and cotton 
destroyed. 

Citrus fruit.—Early indications point to a 20 
per cent decrease in the yield of the orange and 





prevailing prices high. Plants are running to 
full capacity, with scarcity of labor. 

Iron and steel.—With present doubts as to 
cost of raw materials there has been a slowing 
down in these lines, though the manufacturers 
have only a limited tonnage to sell for the re- 
mainder of 1916. The mils are operating on 
an increase of about 25 per cent over this time 
last year. Labor conditions are satisfactory, 
with prices about $3.50 per ton more than last 
season. Some difficulty is experienced in get- 
ting bottoms for foreign shipment. 

Iumber.—July business shows an increase 
over previous months, but conditions are 
hardly normal. Prevailing prices are some- 
what higher, but are low as compared-with the 
cost of the product and its actual value as a 
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building material. Oar shortages are reported 
in some sections. 

Brick.—Conditions are not normal. In the 
fire-brick line there has been, possibly, a 25 per 
cent increase in volume of business in the past 
30 days, and, as compared with the same period 
last years, shows an improvement of about 40 
per cent. In building brick there has been 
some increase in volume and prices, due to 
damage from storms and delays of some manu- 
facturers. Labor conditions are not entirely 
satisfactory. The general outlook is more en- 
couraging than at any time since 1912. 

Marine construction.—The volume of busi- 
ness is better than usual. Prices are above 
normal, with common labor satisfactory. Some 
difficulty is experienced in obtaining skilled 
mechanics. A number of plants contemplate 
improvements and additions. Sail makers and 
riggers are working overtime, showing an in- 
crease of 50 per cent over conditions of pre- 
vious year. 

Building and contracting—The volume of 
business is normal for this season of the year, 
showing considerable increase in the past 30 
days. Prices of labor and materials are in- 
creasing. Bridge building, while not normal, 
shows considerable increase during the past 
month. 

Tron works and hardware.—Conditions are 
above normal, with high prices prevailing and 
labor conditions satisfactory. Raw materials 
are correspondingly high, affecting the margin 
of profit. Wholesalers and jobbers report hard- 
ware business above normal and 50 per cent 
above what it was this time last year. Pre- 
vailing prices are exceptionally high and little 
prospects of an early decline. 

Naval stores.—In view of the fact that naval 
stores are contraband of wai, the business is 
considered satisfactory, and the movement 
shows an increase over that of 1915. Estimates 
are that from 10 to 15 per cent more naval 
stores will be produced for this season, which 
ends April 1, 1917, as compared with previous 
12 months. Prevailing prices for spirits of tur- 
pentine are fair, when increase im crop is taken 





into consideration. Current values for rosin, 
especially lower grades, are practically double 
what they were one year ago, the statistical 
position having improved materially, the sur- 
plus which was in sight at the beginning of the 
war having been worked off and the supply 
between the producer and the ultimate con- 
sumer perhaps a little below normal. Labor 
conditions in the main are satisfactory. 

Chemicals.—Fertilizer manufacturing is dor- 
mant at this season of the year. Due to in- 
creased cost of materials entering into the 
manufacture, prices are 50 per cent higher than 
in 1915. Nearly all these plants engage in the 
manufacture of sulphuric acid, almost the en- 
tire output being shipped east. The volume 
in this line is below that of the early spring 
months, probably 40 per cent of what it was 
during the months from November to April, 
due to cessation in orders from munition 
manufacturers. 

Cotton mills —Continue to operate to full 
capacity and show increase of 40 to 50 per 
cent in volume of business over the same month 
of previous year. There is no cessation in the 
demand for the product, which is better than 
for several years, and mills have orders booked 
running well into 1917, with prices showing 
substantial profit. A number of mills are 
making improvements and additions to their 
plants. 

Cotton-oil mills.—Business in this line will be- 
come active during the first part of September, 
but a large volume of business is not looked 
for by reason of shortage in cotton crop and 
consequent short supply of seed. This will 
mean competition among the mills for raw ma- 
terial to crush a maximum tonnage. While 
the present outlook indicates good prices for 
finished products, the questions whether the 
manufacturer will be enabled to pay excessive 
prices for raw material is dependable upon the 
shipment of finished products to European 
markets. — 

Flour mills —The prevailing prices of both 
flour and wheat are high, due to short crop of 
wheat, and while the selling market is off in 
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flour, the volume of business in dollars and 
cents is larger than last. year on account of 
high prices. Though some plants are not 
running full time, others are operating night 
and day as is customary for several months 
after harvest. The jobbers have bought con- 
siderably less amount of flour than former 
years hoping for reaction in the market. 

Printers and engravers.-—-The volume of busi- 
ness is normal for this season of the year, with 
slight percentage of increase over last year. 
Prices are high and labor conditions satis- 
factory. 

Sirup manufacturers.—Slight increase over 
last year, with expectations for larger increase 
in view of larger cane crop this year. This 
year’s crop is expected to be normal as com- 
pared with 40 per cent decrease last year. On 
account of scarcity of sirup at this time and 
high price of sugar, prices of sirup will show 
increase. 

Furniture.—The volume of business is greater 
than for two years past. Prices are higher 
than for several years, with margin of profit 
less, as prices have not.advanced in proportion 
to raw materials. Labor conditions are gen- 
erally satisfactory, with exception of scarcity 
of cabinetmakers, due to high wages paid by 
automobile factories. 

Dry goods and notions —Conditions normal 
for this season of year and wholesalers and 
jobbers report increase of about 25 per cent 
over same period last year. Prices are high. 

Hosiery—The volume of business is very 
much above normal and manufacturers are 
refusing orders on account of inability to make 
deliveries. Orders are booked well into the 
spring of 1917. Prices are high. In the Ten- 
nessee plants labor hours are limited by law 
and there is not sufficient labor at hand to 
operate day and night shifts. Some mills re- 
port contemplated extensions of operations 
withheld on account of labor conditions. 

Shoes.—The volume of business is not quite 
up to normal, though the year just closed 
showed a great improvement. Labor condi- 
tions are satisfactory. 





The New Orleans branch of the. Federal 
Reserve Bank of Atlanta reports as follows: 

Although practically no coffee is being han- 
dled—due, it is said, to the British blacklist 
against certain dealers—the imports were 
above those of same period last year.. Exports 
are the largest ever known. 

Indications are that the growing crops of 
cane, corn, and rice will show an abundant 
yield, but that of cotton is only fair; in fact, 
from all our sources of information the invari- 
able comment is that the crop is below normal. 
The lumber market is showing some improyve- 
ment both in volume and price. Live stock is 
in good demand, and Louisiana and Mississippi 
farmers continue to develop this industry. 


DISTRICT NO. 7—CHICAGO. 


Excessive heat has been an important factor 
during the past month and its deterrent effect 
isevident. Crops havesuffered and some indus- 
tries have necessarily curtailed their operations. 
Banking opinion as to conditions varies, with 
banks in agricultural sections somewhat un- 
certain and those in manufacturing centers 
quietly hopeful. Rates have shown a down- 
ward trend since last report and are about one- 
half of 1 per cent lower. Money seems to be 
in generous supply, and in but few localities is 
the demand sufficient to meet the approval of 
the banks. Labor continues well employed. 
A car shortage is reported by some industries, 
and. mercantile houses appear to be actively 
engaged. 

Fall business, to a large extent, depends 
upon the results of the crops, and in this dis- 
trict, when the prices are considered, the farm- 
ers should receive a satisfactory return, since 
the damage, taking the district as a whole, does 
not appear to be great enough to offset the in- 
creased market value of the products. 

Bond houses are finding business quiet, in- 
vestors are in Many instances away from the 
centers, and no activity is anticipated for sev- 
eral weeks. Foreign collateral issues are said 
to be meeting with better favor in this terri- 
tory than the external unsecured loans, and 
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bond purchasers seem to demand a higher rate | July was somewhat behind June. Cement 
of interest than formerly. manufacturers are suffering from car shortage 
Crops in this district are fair, but the condi- | and difficulty in securing labor. Contracts are 
tions are not considered as favorable as at the | reported held up owing to the inability of con- 
time of our last report. The authorities, in | tractors to secure the necessary help. There 
great part, are still hopeful of a satisfactory | is some seasonal activity in the line and collec- 
yield or one which at current prices should | tions are considered good. 
assure a prosperous year. Hay has proven a| Coal.—A car shortage which may become 
bumper crop. Illinois, with only a fair volume | more acute is affecting this industry, but prices 
of wheat, if given favoring weather, should pro- | are fair and prospects for the fall are generally 
duce a satisfactory quantity of corn and oats.| hopeful. There was some spasmodic purchas- 
Indiana seems to have a generally good out-|ing in anticipation of the railroad strike, but 
look for corn, although rain is required in some | this was not heavy. 
localities. Distilling and brewing.—This is the quiet 
The wheat crop will be considerably less | season with the distillers. Business is reported 
than last year, and oats are only fair. Truck | good—in fact, better than during the past two 
and potatoes have improved recently. Iowa| years. The whisky business is in better shape 
reports indicate a good quantity of corn, a| to-day as to stocks, consumption, and values 
fair volume of oats, and a decreased supply of | than at any time im the past 10 years. Brew- 
wheat. Hay is normal or better. It is said | eries have enjoyed a nice volume during the 
that many cooperative creameries are being | past month. 
established. Michigan, particularly the south-| Dry goods.—Sales are said to show a good in- 
ern part, has suffered from lack of rain, and | crease over last year, and there is a feeling that 
the corn and oats are reported considerably | firm prices may continue not only during the 
damaged, as is also the case with potatoes. | war abroad but for some time after its close. 
Late fruits are said to be promising. Wiscon-| This is based upon the supposed shortage of 
sin has harvested its small grain, with generally | cotton and wool with some of the foreign pow- 
favorable expectations. The corn has been | ers, the necessity of replenishing these raw 
benefited by rains and seems to have good pros- | stocks, and also buying finished textiles until 
pects. Hay is in good quantity, oats are re- | their mills can be rehabilitated. Domestic cot- 
ported fair, and tobacco as doing well. Only a | ton goods are strong, and there isa scarcity in 
fair potato crop is anticipated. the ready-to-wear line and hosiery. Stocks 
Agricultural implements.—Conditions in this | of merchandise appear to be healthy, and a pros- 
line are not as favorable as a month ago, due | perous trade during the coming months is quite 
to the reported crop damage and the high price | generally anticipated. 
of raw material. A smaller business than in| Furniture.—This line reports a satisfactory 
1915 seems probable. Repair parts for heavy | condition and good outlook. Collections are 
farm machinery are still reported in good de- | fair. 
mand. Collections are said to be good. === Grain markets.—Wheat has shown great ac- 
Automobiles.—Production in this line has | tivity since last month; and with prospects for 
not kept up with the demand, and manufac- | a short crop, the price advanced rapidly. One 
turers consider the outlook for the remainder | authority suggests the danger of selling too 
of the year most excellent. Collections are large a quantity for export, which might cause 
good. he shortage here, based on this country’s require- 
Building materials.—Brick companies are, ments. The farming element will receive 
said to be enjoying a considerably increased | its profit principally from the prices. In the 
business as compared with last year, although | Southwest some farmers are holding their grain 
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for higher prices. Corn and oats both show 
firm values. 

Groceries.—Wholesalers appear thoroughly 
satisfied with both conditions and prospects, 
although collections are slow in spots. In a 
few localities decreased sales are reported, with 
a considerable falling off in sugar. Peas and 
beans may reach higher prices, owing to the 
hot weather during July and August. 

Hardware-—Demand is reported good, con- 
sidering the season, with no weakening in quo- 
tations. Prospects continue satisfactory for 
the balance of the year. 

Leather.—Conditions in this line have been 
somewhat quiet, but prices have been well 
maintained. Stocks of leather are reported 
smaller than last year, and considerable activ- 
ity is in prospect during September. One 
authority anticipates a heavy demand from 
England during the balance of the year. Col- 
lections are satisfactory. Leather belting is 
selling in good volume, with raw material at | 
high prices. Collections slow in spots. 

Live stock.—Cattle, hogs, and sheep are in| 





Steel_—Mills are booked for some months to 
come and prices are firm. We understand that 
new business is coming in somewhat slower, but 
collections are good and general conditions 
satisfactory. 

Watches and jewelry.—The year is proving a 
prosperous one for watch manufacturers, and 
manufacturing jewelers are reported i 
full time. There is a lack of skilled labor. Re- 
tail business is satisfactory, prospects good, and 
collections prompt. 

Wool and woolens.—The wool market is in 
slightly better condition than at the time of 
our last report. Mills have been steady con- 
sumers and are said to be showing interest in 
supplies held by dealers. Volume, however, is 
not large, but prices are well maintained, and 
no decline is expected. The woolen-goods 
business shows an increase in spite of the diffi- 
culty in procuring dyes and the high cost of raw 
“material. There is some increase in plant ca- 
| pacity reported. An accumulation of woolens 


| ‘is said to be in the hands of wholesalers who 


covered too heavily, but retailers, according to 


demand at fancy figures, and, for this reason, | the same authority, are understocked. The 


some are being prematurely marketed: also be-| 


cause of drought conditions. 
joying a good business through both foreign | 
and domestic buying. Prices are well main-| 
tained in all lines of provisions, and live stock 
coming to Chicago is reported in excellent 
condition. 

Lumber.—Retail business is 
slightly, but the buying of railroads and car 
companies is about the same as formerly. 


Volume is not quite up to 1915, and shipments | 
are delayed through car shortages. Collections | 
are generally satisfactory. Country dealers are 


holding back and mills are curtailing to some 
extent. 

Mail order.—Volume still shows an increase, 
with a slight decline in grocery sales. Other 
articles are in demand and active, and satisfac- 
tory conditions exist in this line. 

Pianos.—Raw material is at high prices and 
labor is scarce, yet consumers are taking pianos 
in good quantity, and prospects are favorable 
for a prosperous year. 


improving | 





tariff question is again commented on and pro- 


Packers are en- | tection after the war considered a necessity. 


General business is good. 

Clearings in Chicago for the first 16 business 
days of August were $1,021,323,000, being 
$237,486,000 more than the corresponding 16 
_ business days of August, 1915. Clearings re- 
ported by 22 cities in the district outside of Chi- 
cago amounted to $244,672,000 for the first 15 
days of August, 1916, as compared with $182,- 
777,000 for the first 15 days of August, 1915. 
Deposits in the eight central reserve city mem- 
ber banks in Chicago were $661,000,000 at the 
close of business August 19, 1916, and loans were 
$449,000,000. Deposits show an increase of ap- 
proximately $47,000,000 and loans an increase 
of approximately $21,000,000. 


DISTRICT NO. 8—ST. LOUIS. 


Distribution of merchandise, both wholesale 
and retail, remains at a high level throughout 
the entire district. Sales and collections con- 
tinue satisfactory, and increases are generally 
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reported. The outlook for fall business in all 
lines seems to be entirely favorable. 

The fall buying season in this district starts 
in August, and the number of retail merchants 
from the Southwest in the market at this writ- 
ing seems to be unusually large. The out- 
standing feature of the spring and early summer 
months of the year was the heavy orders for 
both immediate and future delivery, and insome 
quarters it was expected that this would curtail, 
at least to a degree, fall buying. Wholesalers, 
however, report an active demand for mer- 
chandise, and this would seem to indicate that 
stocks in the hands of retailers throughout the 
district have been well distributed to local con- 
sumers. Shoe manufacturers report gains in 
shipments similar to those noted in the last 
few reports. The clothing trade reports satis- 
factory business, and its fall orders are in excess 
of last year. The hardware, woodenware, and 





kindred lines are all very active, and in some 


A month ago labor conditions in this district 
were believed to be satisfactory. Since that 
time the unrest so noticeable in the eastern 
sections of the country seems to have spread 
to this district..Local strikes have become 
more frequent, and the situation can not be 
said to be without its problems. 

The number of failures in the district have 
decreased with some regularity month by 
month, the total for July being reported to be 
smaller than for any July in several years. 

The live-stock market in St. Louis shows an 
increase in the receipts of cattle, hogs, sheep, 
horses, and mules for July, 1916, as compared 
to July, 1915. Prices continue at a level satis- 
factory to producers. 

A month ago Government buying was a 
noticeable factor in the large markets of the 
district. Reports indicate that the Govern- 
ment requirements for immediate use have 
been satisfied, except in the horse market, 


cases record business has been reported. In| where the Government is reported to be taking 
general it may be said that the usual seasonable | | all available supplies. Government require- 


lull in business has been less noticeable this, ments for future delivery are still a factor, 


year than for a number of years past. 

The temperature during July was above the 
normal in practically all parts of the district, 
and this seems to have stimulated the retail 
movement of summer goods. It appears that 
the department stores and other retailers in the | 


however, and contracts covering these needs 
are reported almost daily. 

The precipitation in the month of July in 
the northern half of the district was below the 


‘normal, amounting to a drouth in many sec- 


tions, while the rainfall was excessive in the 





larger cities have had a profitable season. . southeastern portions of the district. The 
- The building permits in the principal cities | drouth in the northern sections of the district 
of the district in July, 1916, show a gain as | continued until the middle of August and un- 
compared to July, 1915. Returns from St, | doubtedly caused severe damage to corn and 
Louis show a gain of over $725,000, which is other crops. General rains beginning August 
the largest gain reported in the district. /13 and 14, however, have been of benefit. 
The postal receipts at St. Louisand Memphis| We give below preliminary estimates of the 
show substantial increases this July, compared wheat crop of the States within this district 
to July, 1915, while at Louisville receipts are | ‘taken from the Government report of con- 
about the same as a year ago. _ dition as of August 1. The 1916 estimate is 
The movement of freight throughout the, about 6,470,000 bushels less than the forecast 
district continues at a high level. A car sur- | from the July 1 condition. It will be noted 
plus of 10,616 was reported on August 1,as_ that the estimate for 1916 is only a little more 
compared to 52,234 on July 1, 1916, and than half the average yield for the years 1910 
264,243 on August 1, 1915. The railroads | to 1914 and less than half of the 1915 harvest. 
continue to show increases in gross and net | The estimated production for every State of 
earnings. | the district shows a loss this year as compared 
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to 1915, and as compared to the average of the | 
four previous years. Wheat producers in the | 
northern portions of the district report ond 
recent rains have put the ground in good con- | 
dition to be worked and plowing for winter | 
wheat has begun. | 
[000 omitted.] | 





Yield er acre | 


(bushels). Total production. 





Estimate |' 10-year estimate, Final, 
1916. | overage. 1916 1915 


1910-1914 | 
average. 


| 
| 
} 
| 





53,200| 35,323 | 
47.300 | 32, 528 
9, 900 


9, 797 | 
34,108 | 33,7 
970390 | 86d | 


153,538 | 120, m0 











The table below gives the condition of the | 
corn crop as of August 1 taken from the) 
Government crop report of August 8. There | 
has been a heavy loss in the condition of corn | 
during the last month in several of the states 
in the district, and the forecast from the | 
August 1 condition is over 13,000,000 bushels 
less than the forecast for the July 1 condition. 
This loss in condition seems undoubtedly due 
to the extreme heat and drouth during July 
and the early part of August. Reports from 
practically all sections of the district indicate 
that the crop has been materially injured. The 
general rains beginning August 13 have been 
of benefit but it is a question whether they did 
not come too late to repair the early damage. 


[000 omitted.] 





| Condition Aug. 1. 


Forecast 
from ane. 
10-year ‘ io ‘ 


1916 average. 








46, 781 | 
351,714 
839 


i, 630 | 


62, 100 
376, 164 
190, 950 
114, 000 


54,803 | 69, 350 
159,196 | 209, 450 
87, 696 | 94, 500 


1,008,659 | 1, 116,514 
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| satisfactorily. 


The condition of the oats crop is similar to 
that of the corn crop and the table below gives 
the figures as of August 1: 


[000 omitted.] 





Condition Aug. 1. | Change 
in con- 
dition 





10-year 


1916 average. 





























Here are figures on the condition of the cot- 
ton crop as of July 25. The crop has deterio- 
rated in the three principal cotton-producing 
| States of the district, the deterioration being 
‘most noticeable in Mississippi. This damage is 
attributed to excessive rains and to the boll 
weevil. Reports from Arkansas are more 
encouraging. The hill sections of that State 
are beginning to suffer from lack of moisture, . 
but the bottom lands are in good condition, 
and the crop may be reported as progressing 
The percentage of condition 
in Missouri shows improvement, and with the 


‘increased acreage reported from this State 


should yield a satisfactory harvest. 





Condition. 





July 25, 
1915. 














Rice producers in Arkansas report that the 
crop prospects are excellent. Reports are 
optimistic for a banner yield. 

Reports on the tobacco crop in western Ken- 
tucky and Tennessee are excellent, especially 
in the Paducah district. Climatic conditions 
seem to have been favorable, and the condition 
at this writing promises an excellent quality of 
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leaf and a large harvest. The tobacco market 
is firm, and all prospects seem to be favorable. 

A few weeks ago it was reported that live- 
stock growers were being forced to ship cattle 
to market on account of lack of pasture. Re- 
cent rains have improved this condition. 

The peach crop in the central portions of the 
district hasnot proved up to earlier expectations. 
Peaches are high, and the quality is not of the 
best. Recent rains have helped the apple crop. 

There has been little or no change in banking 
conditions during the past month. Banks con- 
tinue to hold surplus funds, as reported a month 
ago, and there is no anxiety over the ability of 
banks to finance the crop movement. Com- 
mercial paper brokers report an active business, 
but the supply of available paper is limited. 
Rates are lower than quoted a month ago, best 
names now being offered from 3} to 4 per cent. 
Country banks are reported as being active in 
the market at 4 per cent. Some paper has 
been sold to city banks at 33. Rates of dis- 
‘count show a downward tendency. The clear- 
ings for the principal cities of the district show 
important increases for the week ending August 
12, 1916, as compared to the same week for 
1915, 1914, arid 1913, the percentage of gains 
for the week ending August 12, 1916, compared 
to the same week for 1915 being as follows: 
St. Louis, 40; Louisville, 8.1; Memphis, 32; 
Little Rock, 19.5; and Evansville, 18.6. 

In July, 1916,. this bank cleared, passing 
through its hands direct, 194,343 items, totaling 
$103,494,899.75. However, on July 15 the 
new clearing plan went into effect, and since 
then some of our member banks have been 
sending direct to other Federal Reserve Banks 
items drawn on member banks in such Federal 
Reserve Banks’ districts. Such member banks 
make their remittances for the credit of this 
bank, sending us the proper advices. From 
July 15 to July 31 there were handled in this 
indirect way 33,265 items, totaling $7,836,- 
272.30. There was thus handled through the 
clearing system operated by this bank during 
the month of July a total of 296,949 items, 
amounting to $154,302,798.75. This is an 












increase both in the number of items and 
amount over our previous records. 

From July 15 to August 15, 1916, the first 
month of operation under the new clearing 
plan, this bank handled direct 179,146 items, 
amounting to $95,940,734.19. During the 
same period it handled indirectly—that is, 
items sent direct to other Federal Reserve 
Banks for the credit of this bank—87,609 
items, totaling $17,298,457.75, or a total for the 
first month of operation under the new clearing 
plan of 266,755 items, amounting to $113,239,- 
191.94. 

There are approximately 3,050 member banks, 
state banks, and trust companies in this district. 
Prior to July 5 we could collect at par items 
on only 470 member banks, but now we are 
collecting at par checks on 1,203 banks in this 
district, or a little over one-third of the total 
number of banks. 


DISTRICT NO. 9—MINNEAPOLIS. 


Reports during the month show an increase 
in the amount of damage to the Northwestern 
wheat crop from rust and blight. It is very 
likely that the crop will be substantiallyless 
than half of last year’s wheat production, which 
would give a total yield that is less than the 
10-year average of approximately 191,000,000 
bushels for the wheat growing states of this 
district. 

Harvesting is practically over, and threshing 
has begun at many points. Threshing returns 
indicate that wheat is light in weight, and that 
the per acre yield is in many cases even smaller 
than was expected. The extreme heat ap- 
pears to have done fully as much, and even 
more damage than black rust. 

A summary of 301 reports from reliable 
sources, estimating the amount of damage, is 
as follows: 


Total damage Per cent. 
A PRE RR So IEE S | RRR EE PTC 59. 8 
ETL Teeee TTS eeE Ts eee ere L. 25. 2 
SM chnessivetint hthiesedesubecssbeuh sch vives 20.4 
Ce aire ih sais AWERSS A Sasi paket isecivay ERs 11.2 


Since these reports were received, the corn 
situation has continued to improve. Damage 
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to oats appears to be somewhat less serious 
than the reports three weeks ago indicated. 
Oats, barley, and rye are all light in weight. 
Flax continues to show a favorable condition 
and will make a good crop, with an increased 
acreage. 

As previously noted in these reports, the 
farmers in eastern Montana, North and South 
Dakota, and Minnesota carried over a large 
amount of wheat from last year’s crop. Under 
the influence of continuous damage reports 
wheat. prices on Minneapolis and Duluth mar- 
kets have gradually reached record levels, and 
a large amount of old wheat has been moving 
in at the top of the market. 

Wheat receipts at Minneapolis and Duluth 
for the week ending July 29 aggregated 
3,769,000 bushels, for the week ending August 
5, 3,446,000 bushels, and for the week ending 
August 12, 2,647,000 bushels, or a total for the 
three weeks’ period of 9,862,000 bushels. This 
volume of old-crop wheat coming in on a high 
market has placed a large amount of cash in 
the hands of the farmers, and with a consid- 
erable amount of old wheat still on the farms 
represents an asset that is a considerable offset 
to the decreased income from the present crop. 

The conditions created by the damage to the 
wheat crop point conclusively to the fact that 
the ninth district is not as dependent upon 
small grains as in former years. Lines of busi- 
ness that are largely dependent upon the pros- 
perity of the agricultural centers show no ap- 
prehension over the outlook and continue to 
enjoy a favorable volume of business. Crop 
conditions this year will bear heavily upon the 
farmers in some portions of the district that 
are almost exclusively in the grain-raising busi- 
ness, but will not depress conditions in the very 
large part of the district where farming has 
become more diversified and where live-stock 
raising and dairying has gained a solid foothold. 

A great improvement during the month in 
the corn prospect is a very favorable factor, 
since over the southern portions of this district 
corn is a more important crop than wheat. 





Conservative observers are inclined to be- 
lieve that the money return from this year’s 
crop, taking into consideration the very high 
prices that have been prevailing for live stock, 
dairy products, grain, and practically the whole 
range of farm production, will not be far short 
of the returns a year ago, with the exception, 
as above noted, that there will be some depre- 
ciation in the relatively small proportion of 
the agricultural area that is given over exclu- 
sively to grain raising. 

The returns of the farmers on this year’s 
wheat crop will undoubtedly average better 
than a dollar a bushel, and some observers are 
inclined to believe that the range net to the 
farmers will be from $1.10 to $1.30 per bushel. 

The agricultural situation has already pro- 
duced a substantial quickening in the demand 
for loans for farm purposes. Except in this 
respect banking conditions remain about the 
same, and interest rates have shown but little 
change during the month. 

Wholesale and retail business is active. In- 
dustrial lines are prosperous, and labor is fully 
employed and in brisk demand at good wages. 
Construction is active, bank clearings have 
been increasing, and sales of lumber and mate- 
rial for farm improvements are in good volume. 
The district as a whole is prosperous, and the 
present outlook is favorable. 


DISTRICT NO. 10—KANSAS CITY. 

Continued high temperatures, with almost 
total absence of rains, during the past 30 days 
have generally interfered with the previous 
favorable agricultural prospects. Latest ob- 
tainable reports from the States wholly or in 
part within this district are, briefly, as follows: 

Nebraska.—Rains since August 1 assure 
more than an average corn crop, and it is ex- 
pected that the number of bushels will ap- 
proach 200,000,000. Wheat and oats are the 
best as to quality ever grown in the State, with 
yields averaging very high. The second and 
third crops of alfalfa materially shortened by 
dry conditions. Soil is in excellent condition 


‘for plowing and this work progressing rapidly. 
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Kansaz.—Widespread damage to corn. 
Wheat crop of exceptionally fine quality, turn- 
ing out better than expected, and expectations 
are that the aggregate yield will exceed that of 
last year, when it amounted to 95,000,000 
bushels. New wheat is bringing the farmers 
record early-season prices. It is estimated 
that two and one-half millions tons of prime 
hay have been harvested from the State’s 
1,300,000 acres of alfalfa. Pastures still af- 
fording herbage in most cases, with no com- 
plaint of shortage of stock water. Corn is be- 
ing cut for fodder and silos are being filled in 
many places in the southern and western parts 
of the State. It will be noted, however, that 
Kansas has already harvested excellent yields 
of important crops selling at unusually good 
prices. 

Oklahoma.—Continued dry weather has 
caused considerable damage to the corn crop, 
although in some parts of the State the early 
crop was practically assured before the heated 
spell. Condition of cotton crop is good, not 
having suffered from dry weather as*much as 
other crops, but is deteriorating. Boll weevil 
active and numerous in southern area. Forage 
crops in fair condition. Broom-corn harvest 
progressing nicely and high prices are being 
paid. Pastures poor and mostly dry, stock 
water becoming scarce. Soil too hard and dry 
for plowing. 

Colorado.—General rains beneficial. Ranges 
have improved. Condition of corn is decidedly 
better, but crops still backward. Sugar beets 
continue in excellent condition. Good crops 
on irrigated lands, but in nonirrigated districts 
crops have suffered from prolonged drought. 

Missourr.—The mostserious drought and per- 
sistent heat since 1901, continuing about seven 
consecutive weeks. Corn crop is undoubtedly 
seriously damaged, that on the higher lands 
is already past help. Pastures dry and brown. 
Some farmers are beginning to feed, as the 
range has failed and water is getting scarce. 
Ground as a rule too dry and hard for plowing. 
Hay crop the best in the history of the State. 


Wyoming.—Great improvement in crops, | $t,J0se 


probably 50 per cent for the grain crops over 








June. The second cutting of alfalfa was up to 
average. Potatoes better than for several 
years. Condition of crops under irrigation, as 
a whole, good, but rather poor under dry farm- 
ing on account of late rains. 

New Mezxico.—Dryness of the soil from lack 
of good rains caused later showers to be quickly 
absorbed and not as beneficial as usual, but 
afforded much relief in stock water and ranges 
and will make fodder crops, which will be exten- 
sively grown for stock. 

A car shortage, usual at the crop-moving sea- 
son, is reported from practically all over the 
district, but railway men claim it will not be as 
serious as in previous years. 

In numbers, all live stock marketed from 
January 1 to date shows an increase over 
1915, the largest increase being in cattle, which 
was about 20 per cent, with hogs 10 per cent. 
Prices on fat grass cattle are some lower than 
a year ago, corn-fed cattle about the same, and 
hogs about $2 per hundredweight higher. Most 
of the receipts comprise cattle from the grazing 
parts of the district, and the range is reported 
to be good. Cattle are generally reported as 
doing well. There has been plenty of water, in 
spite of the drought, owing to the heavy rains 
early in the spring. The demand for feeders 
and stock cattle, to be taken north and east, 
commenced in earnest about the 7th of August, 
and is now much heavier than usual at this 
time of the year. A shortage in hogs in the 
south and west is anticipated, as the farmers 
will not have corn to feed them and will be 
compelled to market a portion of those on 
hand. There is no demand for cattle loans at 
this time, and loans already made are being li- 
quidated. Feeder loans should be in demand 
early in September. 

There has been a good increase in hogs 
packed in the district since February 26 of this 
year, as compared with last year, as indicated 
by the following compilation: 





1916 1915 
to Aug. 5. | to Aug. 7. 





Kamaee Oty. ii. SG iid. Chives do on iiaeiscsteak 1,101,300 1,021, 700 
ED cay ccestands scab covsenatebeceden 1, 040. 904, 200 
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There has been a decided slump in the price 
of crude oil, from $1.55 to 95 cents a barrel. 
There seems, however, to be a general belief 
among oil producers that the market will not 
be demoralized. This falling off is explained 
by the fact that during the monthsof April, 
May, and June more than 4,500 new wells were 
drilled in the mid-continent field, and were this 
to have continued a condition of overproduc- 
tion might soon have developed. July, how- 





ever, showed a decrease in drilling operations, 
and it is believed that the same leveling 


months. 


There has been a decided drop in the prices for 
zine ores, which has reached the lowest figure 


paid for ore for nearly two years, and operators | Wholesale business: 
seem to be at a loss to understand the reason, | 
nor can they understand the sustained slump in| 
the spelter market, which is the underlying 
cause of the low ore prices. In the Joplin | 
(Mo.) district the value of zinc and lead ore at 


mined and sold up to August 1 was $22,086,511, | 
as compared with a total production amounting | 
to $13,552,401 during the same period of 1915. | 
The production for the 30 weeks of 1916, ending | 
with August 12, represents the highest in ton-| 
nage and values in the history of the Joplin | 


It might be interesting to mention | 


district. 


tungsten production is primarily responsible 
for this increase. 

The mines of New Mexico during the first six 
months of the current year show small increases 
for gold and silver and appreciable increases for 
lead, copper, and zinc. 

Were it not for the serious and unsettled con- 
dition of the controversy between railroads and 
their employees labor conditions in this district 
might be said to be satisfactory. The compli- 
cations between miners and mine owners are 


being amicably adjusted. Employment bu- 
influence will be maintained for the next few 
There has been a falling off in expor- | 
tations, but an increased domestic demand for | 
petroleum products. | 

| 


reaus report many places open, but labor 
scarce. 


One report, covermg 70 lumber yards 
throughout Kansas, Oklahoma, Colorado,Wyo- 
ming, and Nebraska, furnishes the following 
figures: 


Per 
cent. 


Gain in shipments, Jan. 1 to June 30, 1916, over 
same period last year 
July, decrease in shipments 


The average price which our lumber brought 
the mill covering first half of this year was 
32 per cent higher than in 1915. 


Per 


Retail business: cent 


Gain in sales, Jan. 1 to June 30, 1916, over same 
period last year 
July, gain over same month last year 


Denver reports building permits for July as 


that mines in this district supply 38 per cent of | surpassing all records for the same month in 


the spelter produced in the United States. 
Colorado reports a perceptible slackening in 
the production of lead during the past few 
weeks, due chiefly to the hot weather. The 
first half of the year, however, made a new high 
record, and the full year will be far above all 
predecessors. Owing to unsatisfactory prices, 
there has been an apparent accumulation of | 
tungsten concentrates in the Boulder (Colo.) | 
field, but an increase of demand of any material 
proportions, it is said, would quickly exhaust 
the reserve. It is estimated that Colorado 
mineral output will show a total of $100,000,000 
at the close of 1916, as compared with 





$75,000,000, the production for 1915. The 


any year since 1912. Kansas City reports that 


while the estimated valuation of buildings for 
which permits were issued in July, 1916, fell off 
22 per cent from the July total of 1915, the 
estimated value of new buildings started in the 
first seven months of 1916 is 5 per cent greater 
than for the same period a year ago. Total 
real estate sales for the early part of August 
shows a marked increase over a year ago. 
Oklahoma City reports that building operations 
for July will far surpass any July since 1910. 
Omaha advises of a total value in building per- 
mits for the first seven months of 1916 of 
$3,897,522, as compared with $3,015,210 for 
the same period of 1915. 
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Foreign trade in meat products for July 
shows a decided improvement as compared 
with the month of June. The horse and mule 
market reports a strong foreign trade, 30 to 40 
per cent in excess of the June demand. There 
has been no large grain movement from this 
district to the seaboard for export, this trade 
being much less than last year, due to the very 
high price of grain and the extremely high ocean 
freight rates. 

In dry goods, business for July and August 
shows a fine increase over last year, with collec- 
tions very satisfactory and prospects good for 
the fall business. One of the largest dry goods 
companies in the district reports an increase of 
60 per cent for July and August over the same 
period last year. Shoe manufacturers are pre- 
dicting a material increase in the price of shoes 
for the fall and winter. Kid and calf skins 
used in the manufacture of the better grade 
shoes are up from 50 to 100 per cent, and there 
is also a noticeable shortage in hides. Whole- 
sale and retail business continues unusually 
heavy despite the customary untoward in- 
fluences of midsummer. 

The automobile industry is having a wonder- 
ful year in this territory, as indicated by the 
following, showing the number of automobile 
licenses issued in the States named for the 
periods shown: 


Missouri, entire year 1915, 69,643; to August 16, 1916, 
98,097. - 

Kansas, to August 16, 1915, 59,686; to August 16, 1916, 
94,200. 

Nebraska, entire year 1915, 59,140; to August 16, 1916, 
90,500. 

Oklahoma, to August 19, 1915, 25,000; to August 19, 
1916, 40,000. 

Colorado, entire year 1915, 27,151; to July 1, 1916, 36,012. 

New Mexico, entire year 1915, 5,000; to August 1, 1916, 
7,442. 

Wyoming, to August 17, 1915, 3,675; to August 17, 1916, 
6,631. ; 
The following comparative figures of deposits 
in State banks in States wholly or in part within 
this district are taken from reports of condi- 
tion made to State authorities at the same 
periods each year, although statements were 
not made for precisely the same dates: 




















1915 1916 
BN, FOS SE RS $129, 918,798 | $145,685, 397 
RE OE I re Mle 103, 828, 141, 557, 106 
nee Micectstcceracdbeshecteetualssubee 7 ae ae . oe’ aH 
Os ns siden bens te Denied 4 
Gee. eiintesht 45,321,640 | 57,502, 409 
ES PO ar EEE 43, 823, 441 56, 080, 989 
WWW WIEN oc ct cece ccc cenkcciwedieeteeee 6, 792, 416 8, 956, 736 
ame OR as ees 691,712,490 | 825, 646, 798 





While the latest abstract of condition of na- 
tional banks within this district is not yet com- 
plete, on June 30, 1916, the amount on deposit 
in said banks was $700,756,400, whereas on 
June 23, 1915, the total deposits in these banks 
were $547,745,484. 

The general financial situation shows no 
change of importance. Supplies of loanable 
funds remain plentiful. Despite active prep- 
arations for the fall requirements of the agri- 
cultural communities, no material advance in 
interest rates is anticipated. The postal sav- 
ings gain has been general throughout the dis- 
trict. Post-office receipts are still increasing. 
Material and constant increases in bank clear- 
ings continue. 


DISTRICT NO. 11—DALLAS. 

Midsummer dullness incident to all lines of 
trade at this season has been felt during the 
past 30 days. Business has, however, been 
normal and there is nothing unfavorable in 
the situation, except that in some sections of 
the district lack of rain is causing alarm. This 
is particularly true among the cattle interests, 
complaints coming notably from the pan- 
handle section, west Texas and Oklahoma. 
Rain has fallen over a considerable portion of 
the district within the past month, but in most 
instances the showers have been only local, 
and not of appreciable benefit. 

Reports from cotton-growing sections are so 
much at variance that it is somewhat difficult 
to forecast what the yield will be. What 
threatened to become a widespread damage 
from boll weevils in the north Texas counties 
a month ago has been eliminated by the dry, 
hot weather. General rain over those counties 
would do much good. Cotton has deteriorated 
greatly in north and west Texas and Oklahoma 
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in the past two weeks from lack of moisture. 
In the southeast counties the opposite condition 
prevails, and as a result the boll weevils have 
been active and caused much loss. Picking 
and ginning are going on throughout the cot- 
ton belt, and indications are that south Texas 
markets are receiving rather heavy receipts of 
the staple. In the central part of the State, 
or farther south, the increased cotton acreage 
has been greater, and the crop at this time may 
be said to be in better condition than in any 
other section of the district. Reports indicate 
an exceptionally heavy yield, especially in the 
Brazos River counties. 

The corn crop will be below the average, and 
in north Texas and Oklahoma the yield will 
be cut down considerably on account of the 
dry weather. 

The fruit crop was only about 50 per cent 
of the normal yield. Active markets absorbed 
the supply and good prices prevailed, which 
offset, to a large extent, the short crop. Re- 
turns generally were satisfactory. 

Banks throughout the district are experi- 
encing a good demand and are getting ready 
to handle the crop movement. At this season, 
of course, deposits are greatly reduced and 
this condition will exist until liquidation from 
the crop movement is had. As evidencing 
the heavy demand, it is interesting to note 
that loans of this bank have increased $900,000 
within the past month. There is no material 
change in the character of paper offered. 
Notes of farmers for small amounts, with fall 
maturity, secured by chattel mortgages, are 
being received in rather large volume. The 
first evidences of the fall crop movement have 
been shown this past week when this bank 
made shipments of over $1,000,000 to interior 
banks for that purpose. 

In the western part of the district the out- 
look for the cattle business during the fall is 
favorable, although on account of dry weather 
in parts of that section, reports indicate that 
cattle sales have fallen off. There has been a 
lull in the trading as a consequence. In parts 





of New Mexico, however, particularly around 
Carlsbad and Deming, some rain has fallen in 
August, which has given temporary relief to 
the situation. General rains are needed to be 
of material benefit. In the Pecos River 
country some cattle are being fed in order to 
prevent losses, the hot, dry weather cutting 
ranges short. 

There is an increase in the acreage in peanuts 
in central Texas of from 200 to 300 per cent, and 
with an average yield of 30 bushels per acre 
it is estimated that shipments of approximately 
300 cars will be made from that section alone. 

Harvesting of the rice crop is just beginning, 
and, as the season has been favorable, an 
excellent yield is the forecast. 

The lumber business is holding its position, 
prices are better, and sufficient orders are 
booked to keep mills operating five days in 
the week. Shipments to the interior are said 
to be satisfactory and export shipments are 
increasing. 

Cement factories have enjoyed a normal 
trade for this season and report a slightly 
increased business over 1915. 

The oil fields report continued activity, 
though conditions are not as favorable as 60 
days ago. Prices have fallen somewhat, and 
it is reported that some of the drilling outfits 
have shut down. In the oil fields in Louisiana 
the driling continues and additional gas and 
oil wells are being opened up. The oil re- 
fineries of south Texas are working full time, 
and the business continues to!expand. Ex- 
ports of these products are made to all parts 
of the world. 

Transportation lines report an increased 
freight traffic. Passenger traffic has shown a 
large increase, of from 35 to 50 per cent, and 
all lines report one of their largest seasons. 

Mail-order houses report an increase of 22 per 
cent for all lines of merchandise, and are re- 
ceiving heavy stocks in anticipation of fall 
trade. Local wholesale markets are having 
an excellent trade from outside buyers and are 
booking heavy orders for fall goods. On 
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account of the shortage of dyestuffs whole- 
salers are finding it difficult to fill orders, and 
shipments are uncertain. 

Local business conditions on the border are 
said to be exceptionally good because of the | 
troops stationed at those points. The large 
amount of supplies being purchased in the 
border towns has been a stimulus to trade in 
all lines and conditions are exceptionally good. 

The exports for the port of Galveston for the 
month of June, 1916, show an increase of 
$1,692,000 over the same period of 1915. This 
increase is made up of all commodities, but 
it is especially noted that shipments of cotton 
and its products to England, Spain, Italy, and 
Denmark constitute the greatest part of the 
increase. It is also noted that exports to 
Mexico increased some 50 per cent over June, 


1915. The figures of exports are: June, 1915, | 3 


$9,069,333; June, 1916, $10,761,590; increase, 
$1,692,257. 

Post-office receipts for nine of the principal 
cities of the district show an increase of 14 per 
cent for July over similar period of 1915, the 
figures being: July, 1915, $265,092.68; July, 
1916, $308,953.80; increase, $43,861.12. 

All of the offices show a good increase with 
the exception of two, which show a slight de- 
crease. 

Statistics of building permits obtained from 
six of the principal cities of the district show a 
decrease in number but an increase in valua- 
tion in July, 1916, over 1915. The figures are: 
July, 1915, $1,337,072; July, 1916, $1,474,665; 
increase, $137,593. 

A decrease in the number, amounting to 160, 
isshown. There is considerable building going 
on throughout the district, however, for which 
permits have not been issued, and operations 
may be said to show a substantial increase. 

Bank clearings obtained from six of the 
principal cities of the district for July, 1916, over 
similar period of 1915, show an increase of 7.8 
per cent, the figures being: 1915, $126,136,986; 
1916, $136,884,249; increase, $10,747,263. 

Live-stock receipts at the Fort Worth stock- 
yards for the month of July, 1916, over a 
similar period for 1915, show a slight decrease 


| 


} 





= 


in cattle and an increase in calves for the same 
time. The receipts of hogs and sheep for July, 
1916, over July, 1915,’ show a substantial in- 
crease. The total.’ dattle,. sheep, and hog 
receipts for the first:seven months of 1916 show 
a substantial increase over a similar period for 
1915. Below is given a table showing the 
figures for July, 1915 and 1916, and also for 
the first seven months of 1915 and 1916: 





July, 1915. 


| July, 1916. 





' €6;370| 75, 505 
15, 607 15,311 
40, 086 20, 46 


17,301 











Seven 
months, 
1916. 





598, 865 














Failures in the district for the period from 
July 15, 1916, to August 14, 1916, over similar 
period in 1915, show an increase both in num- 
ber and liabilities. The figures are: 1916, 
number, 34; liabilities, $435,248; 1915, number, 
17; liabilities, $139,331. 

This is the first time in several months where 
the number of failures and amount of liabilities 
of the firms involved have shown an increase 
over the previous year. A list of the liabilities 
of the concerns involved show a majority of the 
same to be very small and evidently the sum- 
mer depression has caused this condition. 

Local wholesale leather firms report business 
good and sufficient orders ahead to insure run- 
ning on full time for an indefinite period, with 
collections in keeping with the increased 
volume. 

Wholesale grocery houses continue to report 
an increased volume of 25 per cent, with collec- 
tions good. 

Labor conditions are satisfactory and statis- 
tics show less unemployment in the district 
and better wages obtaining than any time 
since the beginning of the European war, and, 
compared with the year immediately prior to 
the war, conditions may be termed normal. 
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DISTRICT NO. 12—SAN FRANCISCO. F 


Favorable weather during the past month 
has especially benefitted agricultural interests 
throughout the seven States of the twelfth 
Federal Reserve district. Grain harvesting is 
well under way. Wheat has filled well, and 
there is absence of rust. A report from Port- 
land, Oreg., estimates that the wheat crop of 
the Northwest will be about 50,000,000 to 
55,000,000 bushels, which approximates a 
normal yield. There is carried over from 
10,000,000 to 12,000,000 bushels. 

Barley is commanding the highest prices 
since 1904, some 25 or 30 cents per bushel 
higher than in 1915. This is due in part to 
the fact that the crop is not over 90 per cent 
of the 10-year average, and in part to a heavy 
export demand. 

The cotton acreage in Imperial Valley, Cal., 
is practically double that of last year and 
aggregates about 100,000 acres. The first 
bale of this year’s crop was ginned on July 20 
and sold at 15 cents per pound. 

The area planted to rice has increased from 
30,000 acres last year to 80,000 acres this year, 
with an estimated crop of 280,000,000 pounds, 
which at 2 cents per pound would have a value 
of $5,600,000. 

It is anticipated that the crop of beans, 
which is an important staple, will exceed all 
previous records. 

Acreage in sugar beets is reported at 26 per 
cent more than in 1915. Six new sugar-beet 
factories have been established this year, three 
in Utah and one each in Idaho, Oregon, and 
California. Preparations are making for large 
increase in acreage of sugar beets next year. 
This is a new crop in several parts of the district. 

Southern California reports that the new 
orange crop promises to be about 90 per cent 
of normal, and that it is probably two or three 
weeks further advanced than at this time last 
year. Late shipments of the old crop, both 
of oranges and lemons, have been at exception- 
ally profitable prices. 

It is reported that more than 40,000 cars 
of deciduous fruits and other perishable pro- 





ducts have been shipped from California thus 
far this year. This is an important increase 
in volume. High prices have been realized. 

Live stock interests are enjoying exceedingly 
prosperous conditions in spite of a shortage of 
feed in certain localities. ; 

The salmon catch at certain points in Alaska 
has thus far been about normal. At southern 
Alaska points, however, and in the Puget 
Sound region, the catch as yet has been only 
about one-third of normal. 

Little change can be noted in the extraordi- 
nary activity previously reported in mining. 
There has been gradual increase of output and 
continuous opening up of new properties. 

During July the daily shipments of petro- 
leum from the California fields were 260,524 
barrels as compared with 304,546 during June. 
Production increased from 255,451 barrels per 
day in June to 258,393 in July. Drilling is 
active, and previous advances in prices have 
been maintained. 

The status of lumbering is unsatisfactory and 
shows little change during the past month, 
though reports indicate some tendency toward 
increased demand and slightly firmer prices. 
Due to lack of bottoms, shipments to the 
United Kingdom, South America, China, and 
Japan, which absorbed about 35 per cent of 
the lumber output before the war, have largely 
ceased. Shipments are almost entirely to 
local points. 

The continuous development of Alaska is 
creating an important commerce tributary to 
this district, Seattle being the main port of 
supply. The total commerce of Alaska, in- 
creasing 20 per cent during the past year, is ex- 
pected to aggregate $100,000,000 during the 
current year. Gold, copper, and fisheries 
products constitute 95 per cent of the ship- 
ments from Alaska at the present time. 

The great activity previously reported in 
shipbuilding continues. Although the cost of 
construction is high, more than 50 vessels are 
now under construction at Pacific coast ports. 
Charter rates are firm without change. 
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Exports and imports at Pacific coast ports 
show large gains over the corresponding time 
last year. 

Building permits during July 1916,, reported 
by 17 principal cities of this district show an 
increase of 18 per cent over those of July, 1915. 
Bank clearings for the same cities also show an 
increase of 18 per cent over those of the same 
month last year. 





Loans of member banks of this district, as of 
June 30, show an increase of 4 per cent over 
those reported May 1, 1916, and 10 per cent 
over June 23, 1915. Deposits on June 30, 
1916, were 16 per cent greater than at the cor- 
responding date in 1915. 

Labor conditions are somewhat unsettled. 

Conditions, in the main, seem exceptionally 
favorable. 
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DISTRIBUTION OF DISCOUNTED PAPER 
BY CLASSES, SIZES, AND MATURITIES. 


During the month of July the total amount 
of commercial paper discounted by the Federal 
Reserve Banks was $20,183,100, the largest 
monthly amount since the opening of the 
banks. This total is 73.1 per cent larger than 
the total for the preceding month and 52.5 per 
cent in excess of the corresponding total for 
July, 1915. Boston and Chicago report con- 
siderable discounts during the month of large- 
sized short-term paper, with the result that of 
the total discounts the percentage of the three 
southern banks has declined from 64.1 in July, 
1915, and 53.8 per cent in June, 1916, to 35.8 
per cent for the month under consideration. 
For the seven months of the present year dis- 
counts totaled $82,726,700, compared with 
$85,981,800 for the corresponding period in 1915. 

Commodity paper, included in the above 
monthly total of discounts, figures to an amount 
of $1,525,200, compared with $712,000 for 
June and an average of $1,393,200 for the first 
six months of the present year. Almost 75 
per cent of this class of paper was handled by 
the Richmond and Atlanta banks, Kansas 
City in addition reporting for the first time 
$360,000 of discounts of this class of paper. 
During the present year a total of $9,884,600 
of commodity paper was discounted, of which 
about 95 per cent was secured by cotton, while 
the total since September 8, 1915, the date of 
the first discount of this class of paper, was 
$20,199,700, handled by seven banks. 

Trade acceptances (two-name paper) dis- 
counted during the month by seven banks 
totaled $199,000, compared with $275,700 in 
June and an average of over $300,000 for the 
first six months of the present year. 
(otal is exclusive of $1,773,400 of trade accept- 
ances based upon foreign-trade transactions 


This | 


The total number of bills discounted during 
the month was 8,790, compared with 9,238 in 
June of the present year and 10,155 in July of 
the past year. The average amount of the 
paper discounted, because of the preponder- 
ance of large-sized paper among the Boston 
and Chicago discounts, has increased to about 
$2,300 from $1,260, the average for the pre- 
ceding month, and $1,304 for July, 1915. For 
the three southern banks the average for the 
month is slightly over $1,250, as against 
$4,270 for Chicago, $4,860 for Cleveland, and 
$18,950 for Boston, where over 80 per cent of 
the July discounts was in denominations in 
excess of $10,000. About one-third of the 
number and a somewhat larger proportion of 
the amount of paper discounted during the 
month was in bills of over $1,000 to $5,000. 
Small bills (in sizes up to $250) constituted 
| about one-quarter of the total number, though 
‘only slightly over 1.5 per cent of the total 
amount of bills discounted during the month. 
Bills in sizes of over $10,000—199 in number— 
| constituted about 37 per cent of the July dis- 
| counts. 


| 
| About 23 per cent of the bills discounted 
during the month was paper maturing within 
10 days at date of discount; 29.7 per cent pa- 
|per maturing after 10 but within 30 days; 
13.6 per cent paper maturing after 30 but 
within 60 days; and 24.6 per cent paper ma- 
| turing after 60 but within 90 days. The dis- 
\counts of agricultural and live-stock paper 
/maturing after 90 days (6-month paper) 
| totaled $1,824,700, or 9.1 per cent of the total 
| discounts for the month, Dallas, Minneapolis, 
and Chicago accounting for about 75 per cent 
| of the discounts of 6-month paper. 


Discounted paper held on the last Friday of 
the month totaled $27,572,700, compared with 
/$21,186,200 about a month before and 








purchased in the open market mainly by the | $29,102,200 about a year previous. Of the 
San Francisco and New York banks. Dis- | total bills held by the banks on the last F riday 
counts of two-named paper since the beginning | in July, the share of the three southern banks 
of the present year amounted to $2,002,200, | was 55.5 per cent, compared with 65.1 per cent 
while the total discounted since September of on June 30, 1916, and 68.1 per cent on July 
last year is $3,961,000. 30, 1915. 
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Of the total number of member banks— 
7,621 at the end of July—642, or 8.4 per cent, 
discounted with the Federal Reserve Bank, as 
against 678 the month before and 796 in July, 
1915. The number accommodated by the three 
southern banks was 358, as against 338 in June, 
1916, and 427 in July, 1915. 

Member banks in Massachusetts to the num- 
ber of 10 secured $4,970,200 of discounts; 22 





banks in Illinois, about $2,676,800; 126 banks 
in Texas, about $2,108,600; 34 banks in North 
Carolina, $1,336,100; 11 banks in Pennsylva- 
nia, $1,289,300; and 42 banks in South Caro- 
lina, $1,205,400. The combined share of re- 
discounts secured by 245 banks in these 6 
States was $13,586,400, or over two-thirds of 
the total amount reported to the Board for the 
month. 


Commercial paper, exclusive of bankers’ acceptances, discounted by each of the Federal Reserve Banks meen, the month of 
July, 1916, distributed by h Ay 
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PERCENTAGES OF AMOUNTS OF EACH CLASS TO TOTAL. 
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Commercial paper, exclusive o 2 ie Wray oe Soeenoted boge gape pl - of the Federal Reserve Banks, 
, matu of discou 


[In thousands of dollars.] 





| Paper maturing— 
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Commercial paper, exclusive of open-market purchases, discounted during July by each of the Federal Reserve Banks, 
oe os distributed by States, and maturities as of date of disecownt—Continued. 


[In thousands of dollars.) 








Paper maturing— 
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Trade acceptances discounted by each Federal Reserve Bank from Sept. 2, 1915, date of first discount, to July $1, 1916. 
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Commodity paper discounted by each Federal Reserve Bank from Sept. 8, 1915, date of first discount, to July 31, 1916. 
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Amounts of commercial paper, exclusive of bankers’ acceptances, held by each Federal Reserve Bank on July 28, 1916, 
distributed by maturities. 
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ACCEPTANCES. 
Acceptances bought in open market and held by Federal Reserve Banks as per schedules on file on dates specified, distributed 
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Amounts of acceptances (in the for and domestic trades) bought in o penta ieeeeiaTabeel Meures Bekins the 
Fh year 1915 and the 7 months Sane July 31, 1916. 
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1 Of the ahev e total, bankers’ acceptances totaling $33,922,186 were based on imports and ex; , and yor ty on domestic trade transactions. 
2 All trade acceptances were drawn abroad on importers in the United States and indorsed by foreign banks. 
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Amount of short-term investments aa warrants) held by each of the Federal Reserve Banks at close of business on 
we “Na 28 to Aug. 18, 1916, distributed by maturities. 


[In thousands of dollars.) 
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Total investment operations of each Federal Reserve Bank during the month of July, 1916 and 1915. 
[In thousands of dollars.] 
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Resources and liabilities of the Federal Reserve Banks and of the Federal Reserve system at close of business on Fridays, 
ug 


SerTemsBer 1, 1916. 
Gold coin and certificates in vaults: 
Five per cent redemption fund 
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Resources and liabilities of the Federal Reserve Banks and of the Federal Reserve system at close of business on Fridays, 
July 28 to Aug. 25, 1916—Continued. 
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[In thousands of dollars.) 
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LIABILITIES. 
{In thousands of dollars.] 
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1 Items in transit, i. ¢., total amounts due from, less total amounts due to, other Federal Reserve Banks. 
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Circulation of Federal Reserve notes at close of business on Fridays, July 28 to Aug. 25, 1916. 


{In thousands of dollars.) 
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Statement of Federal Reserve Agents’ accounts at close of business on Fridays, July 28 to Aug. 25, 1916. 
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GOLD IMPORTS AND EXPORTS. 


Imports of gold, by customs districts, Jan. 1 to Aug. 18, 1916. 
[In thousands of dollars.} 





Maine and New 
Hampshire, 
New York. 
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Week ending July 28. 


Ore and base bullion 
United States mint or assay 






































Week ending Aug. 11. 


Ore and base bullion. 
United States mint or assay | 
office bars 




















5,005 








597 






































165 |1, 194 


Excess of gold imports over exports = 33 weeks, Jan. 1 to Aug. 18, 1916 
Excess of gold imports over exports for corresponding period, 1915 
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Exports of gold, by customs districts, Jan. 1 to Aug. 18, 1916. 
[In thousands of dollars.) 





Maine and New 
Hampshire. 
New York. 
Southern C ali- 
fornia. 
Duluth and Su- 
perior. 











Week ending July 28. 


United States mint or assay office bars. 
Bullion, refined, domestic 
United States coin 

















Week ending Aug. 4. 


Ore and base bullion 

United States mint or assay office bars. 
Bullion, refined, domestic 

United States coin 

Foreign coin 
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United States mint or assay office bars. 
Bullion, refined: 
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uly, 1916, earnings from each class of earning 
July, 1916, returns. 


EARNINGS ON INVESTMENTS OF FEDERAL RESERVE BANKS. 


Average amounts of earning assets held by each Federal Reserve Bank during Ji 
assets, and annual rates of earnings on the basis of 















Average balances for the month of the several classes of earning assets. 







































Bills dis- | Bills bought) yrinicipas | United | One 
counted, in : States Treasury Total. 
? members. market. warrants. bonds notes 
$12, 148. 806 $2.607,000 | $3,077,161 $250, 000 $19, 645, 518 
26, 484, 235 6, 990, 094 2, 696, 495 2, 282, 000 38, 797, 792 
10, 990, 278 2,416,912 | 3,172,613 818, 000 18, 119, 076 
6, 595, 523 4,781,391 | 5, 724,328 929, 032 18, 449, 856 
1, 172, 352 212, 280 1,374,355 684, 000 9, 042, 308 
BySOL, GES |. coc... escke 1, 595, 097 438, 903 6, 353, 973 
5, 693, 268 4,336,914 | 9, 753,100 |...5.........- 23, 304, 948 
4, 654, 930 1,563,715 | 2, 768, 516 570, 000 10, 222, 864 
- 2, 465, 600 1, 069, 900 | 3, 512, 600 350, 000 8, 664, 800 
753, 798 458, 463 | 9, 647, 250 616, 000 13, 486, 963 
Ss eatin indstianine | APE ES SH 2, 974, 234 529, 000 9, 468, 150 
7,843,000 | 2, 276, 000 3, 114, 000 500, 000 14, 268, 000 
80, 263,672 | 26,762,669 49,409,747 | 7,966,935 | 189, 324, 243 
! 

















Earnings for July from— 


Calculated annual rates of earnings from— 


























































| Bills dis-| Bills | | Bills dis-| _ Bilis All in- 
Munici- | United | One-year Munici- | United | One-year 
— boug pal war-| States | Treasury, Total. i — pal war-| States | Treasury 
| market rants bonds. | notes. bers. market. | "ats s. | notes tions. 
| | Per cent.| Per cent.| Per cent. | Per cent.| Per cent. | Per cent. 
$5,402 | $625 $37,655 3.06 2.09 2.76 2.07 2.95 2.26 
6, 737 | 5, 705 81, 541 4.02 2.30 2.77 2.95 2.95 2.48 
5, 678 | 2, 068 36, 418 | 3.93 2.17 2.93 2.11 2.98 2.37 
12, 471 2, 333 39, 825 | 4.26 2.14 2.85 2.57 2.95 2.55 
2, 365 1,729 28, 113 | 4.18 3.16 3.04 2.46 2.98 3.67 
3, 205 1, 109 17, 329 | 4.21 ae Be vcceseuse 2.37 2.98 3.22 
_ 2 52, 326 | 4.09 2.02 2.76 2 | ee 2.65 
5, 118 | i, 441 21, 765 | 4.52 2.26 2.90 2.18 2.98 2.51 
6,395 | 875 19, 481 | 4.81 2.15 2.81 2.15 2.95 2.65 
17, 288 1, 557 29, 408 4.80 2.18 2.60 2.12 3.00 2.57 
4, 752 1,337 28, 291 A Ree Ete i 2.0 3.00 3.60 
5, 631 1,250 29,015 | 4.83 2.22 2.70 2.17 3.00 2.41 
95, 870 20,029 | 421, 1€7 4.4 2.21 2.80 2.29 2.97 2.62 


















DISCOUNT RATES. 
Discount rates of each Federal Reserve Bank in effect Sept. 1, 1916. 
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to 30 to 60 to 90 pay 
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* Rate for bills of ange in open-market 0 


5 per cent. 


* Rate for trade acceptances bought in‘open mark: 
* A rate of 2 to 4 per cent for bills with or without member bank indorsement has been authorized. 
* Rate for commodity paper maturing within 30 days, 34 per cent; over 30 to 60 days, 4 per cent; over 60 to 90 days, 44 per cent; over 90 days, 


Note.—Rate for bankers’ aceeptances, 2 to 4 per cent. 


1 Rate for commodity paper maturing within 90 days. 


ions. 


et without member bank indorsement. 











506 FEDERAL RESERVE BULLETIN. SEPTEMBER 1, 1916. 


Individual deposits, loans and discounts; also reserves of all national banks and ratios of reserves to loans, 1910 to 1916. 
{In millions of dollars] id : 





@® | @) (4) 6) | @®) (8) (10) 


i° Ratio of com- 
Amounts | . | Amounts in bined vault 
with | vault and due reserve and 
approv rom approvi amounts due 
3 ed f ed| total ts d 
eserve Reserve Agents) from approved 
— and Federal Agents and 
a ble | zi Reserve Bank 
as reserve. 3+4+6. 
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1 Not exceeding 50 per cent of reserve required by reserve city banks and not exceeding 60 per cent of reserve required by sooner banks. 

2 A te of time and demand deposits, exclusive of United States deposits, postal savings deposits, and State and municipal deposits. 

3 Not exceeding six-fifteenths of reserve required by reserve city banks and not ee ve-twelfths of reserve required by et banks. 
¢ Not exceeding five-fifteenths of reserve required by reserve city banks and not exceeding four-twelfths of reserve oy ere | country banks. 

5 Not exceeding four-fifteenths of reserve required by reserve city banks and not exceeding three-twelfths of reserve required by country banks. 
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